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TueE charter of the Second Bank of the United States limited 
the circulation of that corporation to 35 million dollars ;* stip- 
ulated that all notes should be paid in specie on demand,? 
imposing a penalty of 12 per cent. per annum in case of all notes 
not so paid;3 prohibited the issue of notes of a less denomina- 
tion than five dollars;+ and made these notes receivable in all 
payments to the United States.5 

These provisions were evidently intended to render impos- 
sible a suspension of specie payments on the part of the bank; 
to hinder it from making excessive issues; to give credit to its 
notes; to restrict the issue of paper for small sums, and to estab- 
lish a uniform circulating medium for the use of the govern- 
ment. The conditions which gave rise to these provisions are too 
well known to require repeating. It suffices to say that the 
government was compelled for its own protection against the 
state banks to erect a national institution; this was to be 
endowed with powers sufficient to aid in the restoration of specie 
payments, and to furnish a common medium of exchange, by 
the use of which the operations of the government and the 
business of individuals could be transacted. 

A complete consideration of all the phases of the currency 

* Charter, sec. 11, art. 8. 3Sec. 17. 5 Sec. 14. 


*Sec. 11, Art. 12. 4Sec. 11, art. 17. 
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thus created is, of course, not possible here. It will be necessary 
to limit the discussion to certain important sides of the subject. 
The method of treatment will be as follows: First, there will be 
given a slight sketch of the issues of the bank, in order to fur- 
nish a basis for a fuller discussion of certain questions; and, in 
the second place, these questions will be discussed at some length 
under these heads : (1) the effect of the issues upon the bank 
when freely put into circulation in the South and West in 1818 
and in 1832, (2) the convertibility of the bank’s issues, and (3) 
their elasticity. 

A matter of importance in making any study of the bank’s 
issues is to note that there were four periods in its history. The 
first is that comprising the presidency of William Jones; the 
second is that of the presidency of Langdon Cheves, and the 
third and fourth are comprised in the presidency of Nicholas 
Biddle. The third includes the years 1823-1826, and the fourth 
the remainder of President Biddle’s administration down to 1836. 
These divisions are helpful because in each period a different 
and distinctive policy controlled the operations of the bank. 
Under Jones, free rein was given; under Cheves restriction was 
the rule; under Biddle the restrictions imposed by Cheves van- 
ished, while the errors of Jones were avoided for the most part. 
In the first period of Biddle’s management the restrictions were 
removed to as great an extent as possible, but it was not till 1827 
that Biddle introduced a new plan of operations which thence- 
forth gave the distinctive character to the bank’s business. 

Resumption was the first object of the bank, and it was 
secured by arrangements with the government and with the 
state banks. The arrangement with the government consisted 
in having a resolution passed by Congress rejecting the notes of 
all banks which refused to redeem their issues in specie after 
February 20, 1817. This provision was calculated to compel 
the state banks to begin the resumption of specie payments or 
lose the benefit of having their notes received by the government. 
The arrangement with the state banks comprised those of New 


* Annals of Congress, XIV Congress, first session, p. 1919. 
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York, Philadelphia, Baltimore, and Richmond, and induced them 
to begin the payment of specie on the 20th of February, 1817, 
in return for certain favors extended to them by the Bank of the 
United States.’ 

Under these circumstances specie payments were resumed 
on the 20th of February. At least that was the supposition at 
the time, but it was soon discovered that the resumption had 
been very incomplete indeed. In general, it was only nominal, 
and in no sense real. This is proved by the fact that specie was 
at a premium during the whole time that resumption presum- 
ably existed,? and also by the fact that the Bank of the United 
States had no means of keeping up specie payments in its own 
case except through the importation of specie, which was brought 
into the country at a great loss, and immediately went out again.3 
The attempt to resume, then, was a failure. Undoubtedly this 
attempt was made too early. The currency was expanded to an 
astonishing degree, and there was too little specie in the country 
to make resumption actually possible. But there was a special 
cause for the failure which more nearly concerns us. The Bank 
of the United States was badly managed. Under these circum- 
stances the country was overtaken by the panic of 1818-19, and 
all further thought of immediate resumption had to be surren- 
dered. Indeed, the bank had all that it could do to take care of 
itself. The management had adopted at the beginning of the 
institution’s existence the policy of expansion when the state of 
the currency demanded a contraction. This expansion was 
rendered more perilous by the excessive mismanagement of the 
bank, which allowed the southern and western offices to do a 
business altogether disproportionate to their legitimate business 
requirements. This again was helped along by the policy of 
redeeming all the bank’s issues wherever presented. As the 
course of exchange was always against the West, and frequently 


* 4 State Papers on Finance, p. 769. 

* RaGuET, On Banking, p. 303. See also Crawford’s Report of February 12, 1820. 
—3 Finance, p. 496. 

3For a table of importations, see 3 Finance, p. 338. 
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against the South, this permitted the western and southern offices 
to issue their notes without any limitation whatever. The con- 
sequence was that the capital of the bank was drawn away to the 
South and West. To put an end to this serious condition of 
affairs the bank published orders in August 1818 prohibiting 
the offices from redeeming notes not issued by the particular 
branch to which they were presented. By this order the useful- 
ness and currency of the bank’s issues were seriously impaired. 


Once more there was no common medium of exchange. The. 


policy of refusing to receive these notes was, however, forced 
upon the bank, for it was upon the verge of bankruptcy." In this 
way the first attempt to give the country a better currency through 
the agency of the Bank of the United States ended in failure. 

The policy of refusing to receive the notes except where 
they were made payable was supplemented by an attempt to 
restrict the issues. A worse moment at which tocontract could 
not have been chosen, since the country was in the throes of the 
panic, and needed above all things credit. Credit, however, was 
steadily refused, and the issues of the bank diminished rapidly, 
as is evident by a glance at the chart herewith given. This 
shows a reduction of over a million from April to July 1818, and 
of three million dollars by January 1819. In this month Wm. 
Jones, president of the bank, was forced to retire and in March 
Langdon Cheves came into control. : 

Cheves’ policy led to a continuation of the contraction. 
Under his leadership the five-dollar bills of the bank were once 
more received at al! the offices at par,? but the western offices 
were not permitted to issue any notes,? and the circulation 
went lower and lower. In April 1819 its volume was less than 
half that of April 1818, and by December of 1819 it was only a 
little over one-third what it had been in April 1818. During 
Cheves’ entire administration its volume was carefully restricted,‘ 

* Letter of Cheves to Secretary Crawford, April 6, 1819.—4 Finance, p. 873. 

? Report of Bank Committee, October 5, 1818, sec. 15.— 4 Finance, p. 908. 

3 Jbid., sec. 14. 


‘Thus from 1819 to 1823 the average circulation was 4.8 millions, 4.4 millions, 
5.6 millions, and 5.3 millions as against 8.4 millions in 1818, See Appendix, Table I. 
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but in so far as there was a currency it was sound and uniform, 
meeting all reasonable requirements in these respects. 

In January 1823 Cheves retired and Nicholas Biddle 
became president of the bank. Biddle represented an entirely 
different policy from that pursued by Cheves. He wished 
to increase the business of the bank along all lines, and 
he was particularly anxious that the circulation should be 
less restricted. He was, however, well aware that, owing to the 
course of trade and exchange, there was a grave danger in per- 
mitting the offices of the South and West to issue their notes 
freely... On the other hand, these sections demanded greater 
accommodations and especially the benefits of a uniform circu- 
lating medium which they had not enjoyed since the restrictions 
placed upon the issues of the bank. The supply of this demand 
immediately became Biddle’s anxious care, and to a great extent 
justly so, since the bank’s profit and the country’s need were 
equally involved in the restriction of the multifarious issues of 
the state banks. From this time the interest in the currency of 
the Bank of the United States centers around the manner in 
which the problem was solved. The difficulty was twofold : 
The perils incurred by the course of exchange, namely, the 
danger of having the capital of the institution shifted to the 
West and South, had to be overcome; and in the second place, 
some means had to be found to supply the corporation with 
notes. It was impossible to furnish notes sufficient for the sup- 
ply of the West and South under the provision in the charter 
that all notes must be signed by the president and cashier of the 
parent office. Repeated attempts had been made to persuade 
Congress to amend this provision, but all to no purpose.3 Under 
this check to the issues it was impossible materially to expand 
the currency, and we find that it reached a lower average in 1823 
than in any other year. In 1826 the bank turned once more to 


* House Reports, No. 460, p. 321, XXII Congress, first session. 

* lbid., p. 53. 

3 Jbid., p. 48, where a list of the applications is given. 

‘In 1824 the average was slightly higher, and in 1825 it was higher than ever 
before, results brought about by the reissue of some old notes which had been retired. 
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the government with the reasonable request that special officers 
be appointed to sign the notes of the bank. Failing to secure 
this privilege, Biddle brought forward a plan which he had 
matured. To this there were two sides. On the one side it 
obviated the dangers arising from the course of exchange, and 
on the other it evaded the provision in respect to the signing of 
the notes. The first of these ends was attained by dealing exten- 
sively in bills of domestic exchange; the second by the inven- 
tion of what were known as “branch drafts.” By the buying of 
domestic bills when notes were issued, a fund was provided out 
of which the notes were paid when they were presented at the 
Atlantic offices. The bills purchased were drawn on the sale of 
the crop, and were made payable in the East and North. In this 
way the danger of having the bank’s capital shifted to the West 
and South was avoided." 

This was the principal part of Biddle’s plan. The subsidiary, 
but supplementary portion, consisted in supplying a sufficient 
amount of notes to carry out the plan. This was done by hav- 
ing the branches draw checks or drafts upon the mother office 
for sums of five, ten, and twenty dollars. These drafts being 
drawn by the principal officers of the branches on some other 
officer, were indorsed by the latter as payable to bearer. They 
then circulated as a currency, just as any other notes of the bank 
did.* In this way the charter provision requiring the signatures 
of the president and cashier at Philadelphia was evaded. 

Under this plan the note circulation of the bank was mate- 
rially increased. The expansion in issues is very easily seen 
on the chart. In 1827 the increase is slight, but in 1828 the 
volume of the currency was a million and a half dollars larger 
than in 1826, in 1829 the increase has become 3.5 millions, and 
in 1831 it is 9.5 millions, or just double the average of 1826.3 


This supply was, however, soon exhausted.— House Reports, No. 460, p. 54, XXII Con- 
gress, first session. ‘ 

*See for this plan 7riennial Report of the Bank in 1831, 41 Niles, pp. 114-115; 
also p. 321, House Reports, No. 460, XXII Congress, first session. 

*See Appendix, Note on Branch Drafts. 
3 See Appendix, Table III. 
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By thus doubling the circulation in five years the currency of 
the Bank of the United States at last became truly national and 
fulfilled the purposes for which it was intended when the bank 
was established. The notes were in excellent repute, and cir- 
culated from Canada to Mexico; the issues of the state banks 
were checked and restrained; the business of the country was 
carried on with more facility than at any other time between 
1811 and 1860, and the monetary affairs of the government were 
transacted with great ease and promptness. 

Thus far no attention has been paid to anything but the issues 
of the bank. That, in considering only these, all the elements of 
the circulation have not been touched upon goes without saying. 
It is necessary to add to the issues the bank drafts in circulation, 
the deposits, even bills of exchange in so far as these were trans- 
ferred by indorsement. All these elements were of impor- 
tance, but in the case of bills of exchange and bank drafts it is 
impossible to determine the amounts, and therefore they cannot 
be considered. True, Gallatin is authority for the statement 
that the drafts in 1829 were equal to a million dollars in the cir- 
culation.t But while this gives information which is of value 
for 1829, it does not help in the least towards determining the 
amount of that species of currency for other years. It is only 
certain that it was a varying sum, that in the early years of the 
bank it amounted to very little, while after 1829 it continually 
increased and was of considerable importance. For instance, 
while in 1829 the amount was $24,384,000, in the fiscal year 
from July 1, 1830 to June 30, 1831, it was $33,641,000,” and in 
1832 $45,157,000.3 Hence in 1830 and in 1831 bank drafts 
must have been a much larger part of the circulation than they 
were in 1829. Information on the subject being, however, so 
meager, it is impossible really to enter into a discussion of the 

*“ The annual total amount of these drafts is about 24 million dollars and they 
are on an average paid within fifteen days after being issued. The amount always in 
circulation may, therefore, be estimated at one million dollars.” —GALLATIN’s Works, 
vol. iii. p. 296. 

* Executive Document No. 147, pp. 4-50, XXII Congress, first session. 

3 Senate Document No. 17, p. 180, XXIII Congress, second session. 
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matter. It is only necessary to point out that in comparison 
with their use today drafts were not extensively employed at 
this period. 

In respect to the deposits, which constituted by all odds the 
most important of these elements in the bank’s circulation, they 
will be considered to some extent, though only briefly, the prin- 
cipal discussion being in regard to the issues. In the chart 
given the deposits are included as the second line, and it will 
be noted that they are almost or quite as large a part of the 
circulation as the note issues. But the really striking matter in 
regard to them to one familiar with their importance today is 
that they are so insignificant. It would be difficult today to find 
many banks whose deposits do not greatly exceed their note 
issues. From 1817 to 1836 the one great bank of the country 
held deposits only about equal to its note circulation, and this, 
too, under the very favorable circumstance that by far the 
larger part of them consisted of government deposits." Never- 
theless, while it is true that deposits were an insignificant enough 
part of the circulation, they already played a considerable réle 
as a circulating medium. Raguet, writing in 1840, declares that 
in the large cities deposits as a currency device far exceed the 
note issues.*, It would not be just, therefore, to treat of the 
currency of the Bank of the United States without bestowing 
some attention upon the deposits. In addition to the note- 
worthy fact that their use was so limited in comparison with 
their use today, there is another point deserving attention. It 
is that the deposits of the bank were far more convertible than the 
note issues. A demand for specie by a business man having a 
deposit at the bank was much more probable than such a 
demand from a note holder. Moreover, the government of the 

* For tables of deposits see Appendix, Tables II and IV. 

“So true is it that deposits constitute currency as much as bank notes that in all 
our commercial cities no other currency is used at all in extensive transactions. ... « 

“Deposits, in fact, in large commercial cities constitute the largest portion of the 
currency. In the city of New York on the first of June, 1837 . . . . the amount of 
notes in circulation outstanding for all the city banks was $5,283,950, whilst the 
amount of deposits, public and private, was $15,843,171.”— RAGUET, On Banking, 
pp. 185, 186. 
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United States was continually having its deposits redeemed in 
specie in order to make payments abroad on account of the pub- 
lic debt. In this respect, then, deposits were preferable to 
notes. 

No sketch of the currency would be complete without 
touching upon the amount of the issues. Attention has already 
been called to the considerable variations of these in accordance 
with the policies adopted by the successive presidents of the 
bank. Thus under Jones there were no restrictions upon the 
issues, while under Cheves restriction was the rule. As a result 
of this, their average amount under the administration of Cheves 
was about half that during Jones’ control of the bank. The 
deposits were a larger element of the circulation than the note 
issues. Yet even in Jones’ time the volume of the issues was 
small, averaging only from eight to nine millions. This, indeed, 
is noteworthy, and a similar condition remained for the greater 
part of the existence of the bank. In fact, if the issues are com- 
pared with the bank’s capital, the sum to which they might have 
attained under the legislative restriction imposed by the charter, 
they were never excessive. The charter permitted a circulation 
of notes to the extent of 35 million dollars. It will be observed 
that it never reached anything like that figure. The highest 
sum ever out was 25 million dollars, and this only for one 
month. The highest annual average was $22,340,000, less than 
two-thirds of the capital stock. Not until 1831, when three- 
fourths of the bank’s existence had passed, did the issues aver- 
age over 15 million dollars, or less than one-half the amount of 
the capital. If one looks then to the legislative restriction, 
and to this alonc, it must be admitted that the note issues were 
never excessive, even though the incitements to note issues were 
so much more pronounced at that time than they are now. But, 
taking the issues after 1830, it is only if we look at nothing but 
the legislative restriction that they can be said to be limited 
In very truth they were more than once excessive, if one judges 
by the actual legitimate demand of the country for the bank’s 


*See Appendix, Tables I and III. 
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paper. One has here, indeed, only an illustration of the truth 
that there is no definite proportion between a bank’s capital and 
its note circulation. The attempt to fix a proportion between 
capital and note issues is absurd. It has often been pointed out 
that the issues must depend for their security not so much upon 
the capital as upon the assets of a bank; and that the circula- 
tion must in the nature of things be measured rather by the 
volume of business done than by the size of the capital stock. 
Especially is it absurd today to impose legislative restrictions 
of this character, for today deposits are the principal circulation 
of almost all banks,’ and if there is any safety in limitation in 
proportion with the capital stock, why not limit them in this 
manner? No one, however, would dream of placing a restric- 
tion upon the deposits in such a manner that they should never 
exceed a fixed proportion of the capital stock. Yet there is 
before the country today the well-known Baltimore plan, which 
proposes to allow note issues to the amount of half the sum of 
the “ paid-up, unimpaired” capital stock of a bank, placing a 
tax of one-half of 1 per cent. per annum upon these issues. In 
case further demands are made for banknotes, further emissions 
are to be permitted to the extent of 25 per cent. of the bank’s 
‘paid-up, unimpaired”’ capital, at an increased rate of taxation. 
Even if this plan in itself was not grounded on a false assump- 
tion, there is one result certain to follow its adoption that ought 
to condemn it. Precisely those places which need an increased 

* Selecting at random a number of towns and cities of very different populations 


and locality we have the following statistics in regard to capital, deposits, and note 
issues from the last report of the comptroller of the currency : 


National banks of Capital Issues Deposits 
700,000 200,980 1,518,105 
ee 600,000 33,750 1,033,067 
200,000 55,450 516,994 
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circulation, or at least are supposed to need it, would have to 
bear the burden of this heavier tax. One has only to revert to 
the figures at the bottom of page 430 to see that banks in cities 
of any considerable size do not in the ordinary course of busi- 
ness issue notes even to the extent of half the sum of their 
capital stock, while banks in small towns in the ordinary course 
of business issue their paper to an amount in excess of half their 
capital. Thus the banks in the small towns of Ohio, Illinois, 
and Alabama have out a note circulation equal to from 72 to 
go per cent. of their capital, while the banks of the larger cities 
have a circulation of from 23 to 39 per cent. of their capital. 
The adoption of the Baltimore plan would not materially affect 
the issues of the banks in cities; it would lay an additional bur- 
den upon the issues of banks in country towns. 

The distribution of the circulation is of interest as showing 
what parts of the Union were chiefly supplied by the bank with 
acurrency. The figures, of course, do not show actually what 
amount of the bank’s notes were circulating in the regions con- 
sidered, but only what amounts had been issued by the branches 
in these sections. The information in respect to the distribu- 
tion is not as complete as desirable, but there is sufficient to lead 
to some very certain conclusions." 

In the first place the New England states were not supplied 
with the bulk of their currency by the Bank of the United 
States. In September 1818 the amount of the bank’s notes 
issued in New England was a little less than one-thirteenth of 
the entire note circulation. It was small relatively to the whole 
amount issued, and it was small considered in itself. The sum 
was $518,415. One year later it was much less, but relatively 
to the entire circulation it was a little in excess of one-ninth of 
the whole. In January 1823 the proportion was about one- 
eleventh, and in December of this year it was one-tenth. The 
issues in New England had not increased to any appreciable 
extent, either relatively or absolutely, since 1818. They were 
less in December 1823 than in September 1818. By September 

¥ See table of tigures for the circulation of the bank at various periods on next page. 
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Yet, even here they were not so large as might naturally be 
expected. In September 1818 not one dollar in seven was issued 
in this part of the Union. A year later the proportion was more 
favorable, being about one in three. This result was due to the 
contraction of 1818-9 which materially limited the southern and 
western issues. After this time the offices in the Middle States 
never issued so large a proportion of the note circulation. In 
1823 it was from one-fourth to one-fifth of the whole. In 1830 
it was still the same, and in 1832 it had not increased to any 
marked degree. Considered in themselves the sums show an 
increase, of course. From about a million in the early years, 
they increased by 1830 to three times, and by 1832 to five times 
that sum. On the whole, however, the particular field of the 
bank’s issues was not here. Considering how extended commer- 
cial operations were in both the Middle and New England states 
the amount of the issues in these sections was surprisingly 
small. 

The truth is that the legitimate sphere of the bank’s opera- 
tion was always considered to be rather in the South and West 
than in the East and North, and the figures show that this was 
the case in respect to its issues. In September 1818 over half 
of them were made in the South, meaning by “the South” the 
branches of the bank located in the thirteen original states 
south of Mason and Dixon’s line. A year later, after the 
contraction of 1818-9, the proportion here was a little less than 
one-third of the whole, and the total, considered absolutely, 
had fallen off in a remarkable manner, showing that the issues 
in 1818 had been in all probability redundant. In January 
1823 they were again over one-half of the total issues, but 
did not reach nearly so high a figure as in 1818. In 1830 the 
proportion exceeded one-fourth, but the absolute amount of the 
issues was greater than ever before. There is a further large 
increase in 1832, but the proportion remained about the same. 

These -facts show that the South was in the beginning the 
principal field of the bank’s operations, and that it remained 
until the end a very important one. The reason for its smaller 
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relative importance at a later date is to be found in the great 
extension of the bank’s dealings in the Southwest and West. As 
regards these sections we have a slightly different course of 
affairs. The Southwest was represented in the early years of the 
institution by the great office at New Orleans. This branch, in 
the amount of its business, easily ranked third. Its issues were 
very extended and usually exceeded the sum of all those 
made in New England. But it was not until after 1827 that the 
Southwest became an especially important territory for the bank’s 
issues. In September 1830 the total of the note issues was only 
a little over a half million less than that of the southern offices. 
In 1832 the same continued to be the case, the offices of New 
Orleans, Mobile, and Natchez issuing a full fourth of all the 
notes emitted. 

In the West, strictly speaking, at the Kentucky, Tennessee, 
and Ohio branches, the issues followed about the same course as 
in the Southwest. In September 1818 they aggregated about 
one-eighth of the whole, being almost equal to the sum of the 
issues in the Middle States. In proportion to the population 
and commercial interests of these new states this circulation was 
enormous. It was in respect to the West, therefore, that the 
most energetic efforts were made to restrict the circulation. In 
September 1819 the total was not one-third that of the year pre- 
vious, and in proportion to the entire note circulation was less 
than one-fifteenth of the whole. By January 1823 the effect of 
Cheves’ policy of almost total restriction is clearly perceived. 
At that date the active western offices issued only $45,820, and 
in December of the same year only $16,785 —insignificant sums 
which hardly permit one to speak of western issues. Again the 
change takes place after 1827, after the invention of branch 
drafts and the new plan of extensive operations in exchange. 
The change is indeed a remarkable one. In September 1830 
the issues are over 3.6 million dollars, an amount in excess of 
that issued in the Middle States, and almost equal to the sum of 
those of the Middle and New England states taken together. 
The proportion is a little less than one-fourth of the whole, and 
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this proportion is retained in 1832; which year shows a great 
increase in the issues of the West, the amount being over 
five million dollars. 

From this analysis it is seen that the South was for one-half 
the bank’s existence the principal field for the note issues. 
After 1827 the West and Southwest rise to about equal impor- 
tance. Taking Southwest and West together their total issues 
equal about one-half of the whole. Taking South, Southwest, 
and West together, in comparison with the New England and the 
Middle states, we find that in September 1818 these sections had 
almost four times as great a note circulation; in September 1819, 
it was a little over that of the East and North; in 1823 it was 
2.4 times greater; in September 1830 it was three times greater, 
and had increased from 3.4 million dollars in 1823 to 11.4 mil- 
lion dollars. In 1832 the proportion was not so great, though 
the increase since 1830 was larger than during any other two 
years of the bank’s history. 

There were, of course, many excellent reasons for this state of 
affairs, but the principal reasons can be given in one sentence: 
Banking operations in these regions were more profitable than 
elsewhere and the demand for note issues was greater. But at 
the bottom of these facts lay a serious danger to the bank. It 
will not escape notice that at the periods of great expansion, 
which were also periods of embarrassment to the Bank of the 
United States, the expansion of the currency in these sections 
was especially noteworthy. In the first years of the bank this 
was particularly true of the southern and western issues, while 
later it is more applicable to those of the West and Southwest. 
The two periods of greatest expansion are marked by the years 
1818 and 1832. That of 1818 was due to Jones’ policy of per- 
mitting the offices to emit their notes without any adequate 
restrictions. The Bank of the United States, as already noted, 
was in the most critical condition in 1819. Now, there is a 
causal connection between the great expansion of 1818 and the 
financial distress of 1819, and this point merits the closest 
attention. 
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The course of events was briefly as follows: All the note 
issues of the bank were received as equal to specie at every one 
of its offices. At the same time the course of exchange was 
always against the West and usually against the South." Under 
these circumstances the notes of the branches ran in a steady 
stream to the North and East.* The western and southern 
offices being thus relieved of the necessity of redeeming their 
notes, enjoyed practical immunity from every check to their cir- 
culation, and emitted their notes without any limit except that 
of an insatiable demand. But the paper had to be redeemed 
somewhere and it was redeemed at the branches in the North 
and East. The results are instructive. The business of the 
eastern offices was almost destroyed. On the 19th of March, 1818, 
the Boston office ceased receiving southern branch notes. It had 
made no discounts worth mentioning for many weeks, its whole 
time and capital being employed in the redemption of southern 
branch paper. The office at New York suffered in the same 
manner. Both branches were depleted of their specie though 
large quantities of the precious metals were sent to them.* At 
times their capital was ‘‘less than nothing.’ The general con- 
dition of the northern branches corresponded to that of the offices 
at Boston and New York.® The entire capital of the institution 
was being rapidly shifted to the South and West. Out of the 
total capital stock of 35 million dollars, the office at Balti- 
more was credited with holding $5,646,000 in May 1819; Rich- 


*“ Memorial of the Bank Directors,” January 12, 1821, 3 State Papers on Finance, 
589. 

»“ When the exchanges are unfavorable to the South and West, the notes of the 
southern and western offices all pass to the North as a substitute for exchange.”— 
Lbid., loc. cit. 

3 Letter of President Gray to Jones, March 19, 1818, 3 State Papers on Finance, 
Pp. 324. 

4 Jbid., p. 331. Amount furnished office at New York from May 1817 to December 
1818, $6,293,392.01; to office at Boston from January 1817 to December 1819, $1,622,- 
800.09. 

5“ Memorial of the Bank Directors,” January 12, 1821; 7did., p. 589. 

6“ The result was that the bank and the great northern offices were drained of 
their capital.”— CHEveEs’ “ Exposition,” October 1822, 23 Miles, p. 90. 
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mond had $1,760,000; Savannah $1,420,000, and Charleston 
$1,935,000, while the offices in the West were in an equally 
prosperous condition. The branches in these small cities con- 
trolled a capital enormously out of proportion to their legitimate 
needs. Lexington had $1,502,000; Louisville $1,129,000, and 
Cincinnati $2,400,000, while New York had a capital of $245,- 
ooo, and Boston had none whatever.* Under these circum- 
stances the bank had to conclude its policy of receiving all the 
notes of all the offices indiscriminately.2, Even this measure was 
not completely effective. The issues of the southern and western 
offices had to be materially restricted before actual relief was 
afforded.3 

The real difficulty was not because the notes were redeemable 
wherever the bank had a branch, but because the bank ‘issued 
too much paper in the South and West. In the latter section 
especially the demand was not for a circulating medium, but for 
capital. If further proof of this conclusion is needed it can be 
found in the fact that the western loans were practically perma- 


* 3 State Papers on Finance, p. 593: 
CAPITAL OF THE BANK SHOWING THE EFFECT OF THE NOTE ISSUES OF SOUTH AND 
WEST, MAY 28, 1819. 

Portsmouth $ 117,678.70 $ 1,935,042.35 
Providence 335,208.54 1,420,543.45 
Middletown 255,985.11 1,664,596.47 
New York 245,287.81 Lexington 1,502,388.44 
Baltimore 5,646,325.28 Cincinnati 2,400,987.30 
Washington 555,737-97 1,129,009.00 
Richmond 1,760,562.88 649,858.83 
861,764.16 Pittsburgh 769,031.36 

677,963.81 Philadelphia 13,418.742.96 

Deduct due *o Boston.... 372,825.79 


13,045,917.17 
The capital given for Philadelphia was merely nominal. 
*3 State Papers on Finance, p. 326, August 1818. 
3“The great cause which has given security to the bank, and without which it 
certainly could not have sustained itself, has been the restraint put upon the offices, 


with which the exchanges were adverse, in the issue of their notes.”— Cheves to Craw- 
ford, September 15, 1819; 4 State Papers on Finance, p. 903. 
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nent." When the demand for payment came it could not be met. 
Individual debtors got an extension of their loans by selling a 
“racehorse” bill, or by paying in the notes of the local banks.? 
The local banks, when called upon to settle, could not possibly 
furnish the means,} and the bank had to take immense quantities 
of unsalable real estate in payment. 

It is plain, then, that the demand in the West was not for a 
circulating medium, but for capital. It was a demand for means 
to make what, in the nature of the case, would be permanent 
investments, for means to assist in developing a new country. 

A similar state of affairs existed in 1832. Under Biddle’s 
plan, which was put in operation in 1827, the business of the 
West and Southwest had been enormously increased. Naturally 
there was an immense stimulus to the note issues, as is evident 
from the figures for the years 1828 to 1836.5 Had Biddle’s 
plan, however, been carefully followed no embarrassment would 
have been likely, for only real business paper would have been 
bought. The source of the difficulty lay in the officers and 
directors of these branches. They were not men to refuse 
accommodations to local enterprises in accordance with the 
restrictions which Biddle sought to impose. Once again loans 

*“ The western offices curtailed their discounted paper, but they purchased what 
were called racehorse bills, to a greater amount than their curtailments. The debt due 
in Kentucky and Ohio, instead of being reduced was, within this period, actually 
increased upwards of half a million dollars."—(CHEVEs’ “Exposition,” October, 
1822, 23 Niles’ Register, p. 90.) What this means is that when the demand for pay- 
ment came the bank’s debtors got an extension of the credit they had borrowed by 
transforming their discounted notes into bills of domestic exchange drawn on other 
branches, which were then redrawn and sent to some other office, but not paid. 

*“ The curtailments, in many instances, resulted merely in a change of debts bear- 
ing interest for debts due by local banks, or the notes of local banks, on neither of 


which was interest received.” —J/bid. 
3“ The state banks are required to pay, either in specie, United States notes or 


eastern ” Neither of these can be had.”—Committee of Cincinnati banks to 
Bank » d States, August 20, 1818, 4 State Papers on Finance, p. 860. 
4, .2 it held real estate at Cincinnati to the amount of $514,000; in 1825, 


$1,094,0v0; in 1827, $1,379,000. See monthly reports for these years. 

On the Ist of April, 1819, the debt due in Kentucky and Ohio was $6,351,000, 
(CueEves’ “ Exposition,” 23 Wiles, p. 94.) 
5See Appendix, Table I. 
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which were virtually permanent were made; once again the 
immense mass of notes running to the eastern offices embarrassed 
the bank, which could only with great difficulty find the means 
with which to redeem these notes;* once again the West was 
called upon to settle, and once again immediate settlement was 
found impossible. 

From Nashville the cashier of the branch writes that all bills 
offered for collection are renewed.? In other words, the old 
“racehorse” bill system is put in operation once more. A later 
letter reveals the fact that bilis sent to New Orleans from Nash- 
ville had been renewed there and returned to Nashville, where 
they were once more renewed and sent back to New Orleans.3 
The president of the Nashville branch admits that too many bills 
are bought, ‘‘amounting,” he says, ‘‘to more than the present 
crop of cotton and tobacco will pay.”* The amount of redrafts 
for the summer and fall footed up over a million.’ 

The same state of affairs existed at Louisville. The cashier 
there admitted in a letter to the office at Philadelphia that the 
bank’s difficulties were caused by a too great extension of its 
credit. He stated that bills sent to Louisville for collection 
were not collected, but renewed. It would be impossible for the 
branch to reduce its loans for a time.’ 

So, too, the cashier at Cincinnati declares that it seems hope- 
less to attempt to reduce discounts for the present. He remarks 
that ‘‘as fast as good bills of exchange are offered to be applied 
to discounted notes they are purchased.”* This, it is worth 
while remarking, was the operation by which discounts were 
transformed into “racehorse” bills. 
*Letter of the cashier of the Bank of the United States to the cashier of the 
Cincinnati branch, February 4, 1832; House Reports, No. 460, p. 526, XXII Con- 
gress, first session. 

*“Tn this way have all the bills been paid which were remitted to us for collection 


from the Orleans and other western offices since the month of June last.”—Letter of 
October 21, 1832, House Reports, No. 121, p. 150, XXII Congress, second session. 


3/bid., p. 47. Letter of November 24, 1832. 6 Jbid., Nov. 18, 1832, p. 145. 
4 Ibid. Ibid. 
5 Jbid., p. 157. Letter of November 26, 1832. 8 Joid., p. 148. 
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And yet, while this was the situation, while the West could 
not discharge its debts, and while the circulation there was far 
in excess of any sum it had ever before attained, the cry was 
still for more currency. The cashier at Nashville declares that 
“the scarcity of money” in Alabama and Tennessee is ‘“unex- 
ampled,” and he begs that, if possible, the office be allowed to 
issue its notes with more freedom, since ‘no portion of the 
Union contains a more suffering population, for lack of circulat- 
ing medium, than does the portion of which this office is the 
focus.” * Yet in April the circulation credited tothe Nashville office 
was $1,609,000, a note circulation greater than that of any other 
office except those of Philadelphia and New Orleans. Nor was 
the Nashville office alone in demanding greater accommodations, 
The cashier at Cincinnati asserts that the ‘‘demand for money” 
is ‘‘enormous.”* <A gentleman writing from the same city in 
August declares: ‘The distress for money here at present is 
greater than can be well imagined.”3 Yet in April the circula- 
tion of Cincinnati branch paper was in excess of 1.1 million dol- 
lars. Had the question been put to the complainants: ‘What 
has become of this enormous circulation?” they would have 
promptly responded that it had passed to the East. 

Yes, it had passed to the East, and that is the significant fact. 
It is true that the Bank of the United States was at this time 
attempting a contraction in the West, and that therefore there 
was reason for these loud complaints, but if the circulation ful- 
filled the real duties of a currency there would have been no such 
demand for “a circulating medium.” At this very moment the 
issues of the western offices were far in excess of any possible 
legitimate demand for a currency. In these scantily populated 
regions the issues were almost as extended as in the populous 
Middle states. It was not a currency which was required; it 
was capital. We have almost the same state of affairs as in 1819. 
The bank is embarrassed; it is compelled to pay the branch 
* House Reports, No. 121, pp. 150-151. Letter of October 21, 1832; XXII Con- 


gress, second session. 
*Letter of November 21, 1832. /d7d., p. 149. 
342 Niles’ Register, p. 436, quoting New York Courter and Express. 
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notes before it can secure the means which were supposed to be 
furnished by the collection of the bills of domestic exchange ; 
the West is called upon to settle for these bills, but cannot; its 
issues are excessive, and in the very midst of excessive issues 
there is a cry that the West is totally without a circulating 
medium; and there are ceaseless demands for more currency, 
for more paper. 

Such demands could not be satisfied then, and they cannot 
be satisfied now. For they exist nowand are quite as violent as 
they were then. It is indeed because the same demands exist 
today that the experience of the Bank of the United States is 
valuable. There is a constant cry from the South and West for 
‘more money,” but what their circumstances really demand is 
more capital; the means to develop a new country and new 
industries. If the South and West were supplied with more 
currency it could not remain with them. We should have the 
experience of the old bank repeated. The issues made in the 
South and West would inevitably leave those localities in a very 
short time and pass to the centers of trade where there is a real 
demand for the use of such credit devices. Again the South 
and West would be unable to discharge their obligations incurred 
in the granting of these accommodations, and once again those 
who made the issues would meet with embarrassment and loss. 
This is the lesson which the experience of the Bank of the 
United States teaches, and it is well worthy of being pondered 
by those who believe that the solution of our currency problems 
lies in increasing the supply of the paper issues in the South 
and West. 

Two of the mostimportant questions about any paper currency 
are these: Is it truly convertible? Is it elastic? In discussing 
the circulation of the Bank of the United States answers must be 
given to these questions. The provisions of the charter show that 
the paper issues of the bank were legally redeemable in specie on 
demand. This is convertibility, but there are many degrees ot 
convertibility. The paper may be redeemable at a distant point ; 
or the business habits of the community may be such as to embar- 
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rass individuals who wish to convert paper into specie; or means 
may be used by a bank which will hinder most men from any 
attempt to get specie for the paper which they hold. In any of 
these cases, convertibility is only partial, and in any of them 
depreciation is likely to result. We must, therefore, examine 
the conditions under which the paper of the Bank of the United 
States was redeemable with these considerations in mind. The 
history of the institution will furnish conclusive evidence to 
determine the nature of the issues on all the points specified. 

The issues of the bank were at their best in the first year of 
its existence. As the bank could not suspend specie payments 
and as its notes were receivable in all payments due the govern- 
ment, the credit of these notes was excellent from the beginning. 
A third provision made convertibility complete. Each office of 
the bank received the notes of all the other offices at par. This 
was a most praiseworthy provision, and the results were excel- 
lent. As today everyone accepts a national bank note without 
caring to ascertain where it was issued, because such a note is 
receivable by all national banks at its face value, so at that time 
everyone willingly accepted a note of the Bank of the United 
States because wherever there was a branch of the bank the note 
would be redeemed at its face value. This general receivability 
by the government and the bank led to the reception of the notes 
even by state banks in small towns and villages remote from a 
branch. Indeed these institutions considered such notes equal 
to specie, and even superior for the purpose of remittance." 
Under these circumstances there could be no depreciation of the 
notes. Whether the bank issued them in New Orleans, Cincin- 
nati, or Philadelphia was a matter of perfect indifference to the 
community. 

Unfortunately the business conditions existing in the United 
States were such that this excellent condition of the currency 
could not continue. The exchanges were always against the 
West, and almost always against the South in favor of the East. 
This being so, the notes issued by the branches in the South 
*GouGE, Paper Money and Banking in the United States, vol. ii. p. 206. 
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and West would inevitably be used to make remittances to the 
East. Impelled by the unfortunate results of this condition 
of affairs, the management decided in August 1818 that the 
universal receivability of the notes should cease. According to 
the charter provision, notes not paid on government account 
were redeemable only where issued. The bank now resolved 
that this should be the regulation henceforth, and immediate 
orders were given to that effect." The result was the impair- 
ment of the perfect convertibility which had existed hitherto. 
There were now eighteen distinct currencies of the Bank of the 
United States, and to a considerable extent the country lost one 
of the principal benefits sought in the establishment of the bank. 
The new regulation bore very grievously upon individuals, as one 
finds on reading Niles’ comments upon his difficulties with the 
notes of distant branches practically irredeemable at Baltimore.? 

The want of complete convertibility in the bank’s issues 
manifested itself in depreciation of the notes. This began 
with the order concluding their universal receivability, namely, 
in August 1818, and lasted until the bank went out of existence. 
The depreciation was not always the same. In 1819, for instance, 
the bank restored the quality of universal redeemability in 
respect to its five-dollar notes.3 This, of course, affected the 
rate of depreciation materially. Later, the plan of receiving all 
notes at par in the city of Philadelphia was adopted. This again 
favorably affected the credit of the issues. 

Immediately after the order to cease receiving the notes of 
each branch indiscriminately at every branch, the notes were 
quoted ata discount. Exact figures are available only in the case 
of Philadelphia. On September 7, 1818, all branch notes were 
at a discount of I per cent. in that city,4and they remained at this 


13 State Papers on Finance, p. 325. The offices were not to pay, or receive in pay- 
ment of debt, or on deposit, any notes but their own. 

215 Niles’ Register, p. 61, September 19, 1818; 17, tbid., p. 5, September 4, 1819. 

3Order of October 16, 1819; 17 Miles’ Register, p. 115. 4 State Papers on 
Finance, p. 908. 

4 Senate Document No. 457, p. 11, XXV Congress, second session. See Appendix, 
Table V. 
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rate of depreciation until March 1, 1819, when they were quoted 
at % per cent. discount." Leggett declares that on the 12th of 
April of this year the notes were at 10 per cent. discount.” If 
this was so, it was a result of the panic, which was then at its 
height. The figures available for Philadelphia show no variation 
from the rate of 34 per cent.in March. In July the quotation 
was even more favorable, being % per cent.3 At this figure they 
remained for the next four years. On March 3, 1823, the 
depreciation at Philadelphia was % per cent.* and on the 2d of 
June in that year it was 4% per cent.s At this rate it remained 
until July 1824, when all depreciation on small notes ceased so 
far as Philadelphia was concerned, and the depreciation on large 
notes expired with the year. This result must have been due to 
the policy now adopted of receiving all notes at par in Phila- 
delphia.© The depreciation did not cease at any other place. 

The figures given for depreciation during this period are for 
the branch bank notes generally. The issues of some offices 
were at an even greater discount. This is true in regard to the 
notes issued at Boston, Middletown, and Portsmouth. In Sep- 
tember 1820 these were at 4 per cent. discount in Philadelphia; 
and at 2 per cent. discount all through 1821 and until June 
1822.7 On the 4th of that month they were equal in value to 
other branch notes. Why the paper of these branches should 
have suffered greater depreciation than that of the others it is 
not possible to say. 

So much for Philadelphia. The recovery of the complete 
credit of branch notes after six years of depreciation was con- 
fined to that city. It was merely local. In the other towns 
and cities where the bank had branches the notes were still 
* Senate Document No. 457, p. 12, XXV Congress, second session. 
*LecceTT, Writings, vol. i. p. 24, from the Evening Post, March 1834. 

3 Senate Document, No. 457, p. 13, XXV Congress, second session. 

4 Ibid., p. 26. 5 Ibid., p. 27. 

6“ Now adopted.” We learn from other sources that this policy was adopted, but 
the time is nowhere specified. It is only fair to argue that it must have been at this 
period, since it is only here that depreciation ceases. 

7 Senate Document No. 457, pp. 17-25, XXV Congress, second session. 
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worth less than their face value. This was asserted by the 
enemies of the bank, and admitted by its friends. McDuffie, 
who defended the bank vigorously in his report of 1830, asserted 
that the notes of the branches were paid ‘everywhere indis- 
criminately,” though he admits almost in the next breath that 
there were exceptions to the rule, and in his report says that 
the bank receives them ‘frequently at par, and always at a dis- 
count” which was not in excess of % per cent.’ 

President Biddle’s testimony is to the same effect. He 
declared that all notes of five dollars were received indiscrimi- 
nately at all the branches of the bank; notes of a larger denom- 
ination were not necessarily received, but usually were. All 
notes offered on account of government were of course received. 
The particular branch issuing the notes paid them on demand, 
and so did the parent office at Philadelphia. It was impossible, 
however, for any “human institution to pay all its engagements 
at any one time in twenty-five distant places.’’* 

Taney in 1833, while waging war against the Bank of the 
United States, procured evidence in regard to the partial irredeem- 
ability and depreciation of the notes. In answer to certain queries 
put by him, the following facts were established: At Baltimore, 
from 1820 to 1833, the branch had not received the paper of 
other branches from state banks, and the notes had consequently 
always been at a discount.3 This ceased with October 1833, when 
the bank adopted the policy of receiving all its notes at par 
from state banks along the Atlantic coast. The state of affairs 
in New York was the same. The office refused branch notes 
from state banks and the notes were commonly depreciated % 
per cent. Brokers of that city declared that for fifteen years 
they had traded in the notes of the branches of the bank.‘ 
They had bought these notes from state banks at a discount of 

*8 Congressional Debates, p. 1877, and House Reports, No. 358, pp. 13-14, XXI 
Congress, first session. 

* Senate Document No. 79, p. 3, XXII Congress, first session, and Senate Docu- 
ment No. 98, p. 3. 

3 Senate Document No. 24, p. 6, XXIII Congress, first session. 

‘That is, from 1818 to 1833. 
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from % to XY per cent., and had then sold them at a smaller dis- 
count to merchants having duty bonds to pay. The latter 
parted with them to the Bank of the United States at par. This 
was true in respect to all but five-dollar notes, which were taken 
at their face value. Notes of other denominations were denom- 
inated “‘uncurrent,” because they were not so received. Notes 
of the Bank of the United States were taken by the state banks 
from individuals at par, on deposit, or in payment of debt.’ At 
Mobile in Alabama the same conditions applied to the notes of 
the branches.’ 

Nor was thisall. It is certain that some branches sometimes 
refused to receive the notes of other branches even at a dis- 
count, a fact which would make such paper, if far from its place 
of issue, virtually irredeemable. That branches sometimes 
refused to receive the paper of other offices is deducible from 
the instructions given them in this particular. Thus the cashier 
of the branch at Cincinnati is instructed by Cashier Jaudon, on 
October 3, 1832, that he is “to judge how far it may be proper 
to refuse the notes of any other office” than his own.3 Similar 
instructions are found in letters to the cashiers of the branches 
at Lexington and Louisville.‘ 

The conclusions which one is justified in deducing from the 
above facts may be summarized as follows: 

There was always depreciation after 1818. This deprecia- 
tion, however, varied, being greater from 1818 to 1826 than it 
was later. Moreover, it was a depreciation due to the fact, 
not that the paper was irredeemable, but that it wandered far 
from its place of issue and redemption. 

So much as to the nature and fact of depreciation. When 
the amount of depreciation is considered it is found to be 
inconsiderable, ranging from 1 per cent. in the early years to 


* Senate Document No. 24, pp. 9-12, XXIII Congress, first session. 

* Jbid., p. 4. Letter from branch of Bank of the State of Alabama, November 4, 
1883. 
3 House Reports, No. 121, p. 147, XXII Congress, first session. 
4 Jbid., p. 130, September 21, 1832; p. 142, October 3, 1832. 
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¥% and ¥ per cent. in the later years of the bank.* All notes, 
moreover, were redeemable at Philadelphia as well as at their 
place of issue; all notes of five dollars were receivable at par 
everywhere; frequently all notes of all denominations were 
received at all the offices from individuals, but not from banks; 
it was the notes held by state banks that were at a discount. 
Finally, all notes might be, and sometimes were, refused, except 
at the places where made payable. 

Now this is not true convertibility. The currency was sound 
enough; it was uniform enough; but a part of it did not circu- 
late at its face value except in the immediate neighborhood of 
its place of issue. However, when the facts are justly weighed, 
we are compelled to admit that in the later years of the bank 
the matter was insignificant. All five-dollar notes were at par, 
and these constituted one-sixth of all the currency of the bank, 
and were equal in value to two-thirds of the ten-dollar notes of 
the bank.? Fives and tens comprised by all odds the greater part 
of the bank’s circulation so far as the usual transactions between 
individuals were concerned. Moreover, the notes in the hands 
of individuals usually passed at their face value. Not only so, 
but the state banks took them from their customers at par; so 
did the Bank of the United States, and the government received 
all of them at their face value. Consequently, in ordinary cir- 
cumstances, depreciation could hardly have existed as between 
individuals. It might be concluded, then, that, though con- 
vertibility was not complete, though notes of over five dollars 
were below par when they circulated outside of the immediate 
vicinity of the branch which issued them, yet the currency was 
as convertible as possible under the system in use. This Galla- 
tin asserted, saying that the paper of the Bank of England in 
like circumstances suffered an equal depreciation.3 Yet this 


* Except in the case of the New England offices. 

* GALLATIN, Considerations on the Currency and Banking System of the Unitea 
States, p. 57. This was for the year 1829. There is no reason to suppose that the 
proportion ever decreased. 


3GALLATIN, tbid., pp. 88-90; Writings, vol. iii. p. 341. 
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conclusion is not quite borne out by the facts, for after October 
1833 the bank received its paper from most of the state banks 
at par, and this immediately improved its character, a result 
which is a sufficient answer to Gallatin’s argument. The cur- 
rency admitted of improvement.’ 

Moreover, there is another important point to be noted in 
reference to the convertibility of the bank’s issues. The busi- 
ness habits of the day were hostile to payments of specie for 
bank notes. The bank evaded such payments, even refusing 
to receive indiscriminately its branch notes in discharge of debts 
due itself, or on deposit. This accorded with common custom. 
lt was very unusual for specie to be drawn from banks in exchange 
for their notes. Raguet complains of this fact in 1820, and 
declares that while it exists there is no real safeguard against an 
inconvertible paper currency. Crawford also lays stress upon 
this condition of affairs. That it lasted all through the bank’s 
history is well known. Benton, in relating the circumstances of 
an occasion on which John Randolph demanded “money” from 
the Bank of the United States concludes his account of the 
incident with the remark that ‘“‘at that time it required a bold 
man to intimate that United States bank notes were not money.’’* 
The habit of demanding specie was almost non-existent. Nor 
would public opinion support the individual who demanded 
payment of obligations in this medium. Banks refused accom- 
modations to men of this class, and very few were bold enough 
or strong enough to stand out against a pressure so powerful as 
the combined forces of public opinion and the refusal of bank 
The same conditions existed between 


accommodations.5 
* The principal objection to the bank’s notes was that of their not being receivable 
from the state banks. The charter in 1832 has a clause compelling the bank to 
receive its notes from state banks in payment of debts. 

* RAGUET, On Banking, p.297, Report to Pennsylvania Senate, January 29, 1820. 

3 Crawford to Senate Committee on Finance, December 29, 1818; 3 State Papers 
on Finance, 394; and Report to House of Representatives, February 24, 1820, zid., 
496. 

4 This was in 1826; Zhirty Years’ View, vol. i. p. 74. 
5 RAGUET, On Banking, p. 102. 
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bankers themselves. The Bank of the United States was almost 
invariably a creditor of the state banks for an enormous sum. 

This state of affairs was worse even than the refusal to 
accept the notes of other offices. There was no immediate, 
self-acting check upon the issues of the bank—a check which 
is absolutely necessary where a paper currency is almost entirely 
used. Otherwise there is nothing to hinder inflation except the 
demand for specie abroad. This was the case with the currency 
of the United States during the entire existence of the bank. 
The result was that the currency was apt to be unduly expanded 
at one time, and when the foreign check came, unduly 
contracted. As deposits were little used, the whole business of 
the country commonly suffered severely at every contraction 
and was unhealthily stimulated at every expansion. The cur- 
rency, moreover, was not composed sufficiently of specie to 
make it in any degree stable. Specie ranged from about one- 
sixth to one-eighth of the whole, most of it held by the banks 
as a reserve or for trading purposes." 

These facts help us to understand an otenauateih extract 
from a speech of Webster’s in favor of the bank. ‘Our system, 
as a system,” he declared, ‘dispenses too far, in my judgment, 
with the use of gold and silver It is true that our circu- 
lating paper is all redeemable in gold and silver. Legally 
speaking, it is all convertible into specie at the will of the 
holder. But a mere legal convertibility is not sufficient. There 
must be an actual, practical, never-ceasing convertibility. This, 
I think, is not at present sufficiently secured.”’* 

The bank’s paper was, therefore, far from being convertible 
in the full sense of that term. The process of getting specie on 
demand was too difficult to be persisted in by most men, and the 
notes were depreciated to a slight extent because payable only 
where issued. The consequence was that the bank paper of the 


*See Triennial Report of the Bank of the United States, 1831, 41 Niles’ Register, 


p. 115. Here the committee speaks of “the great amount of precious metals” lying 
“accessible in the banks of the Atlantic cities.” 


* Debates of Congress, vol. viii. p. 958, May 25, 1832. 
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day was not in a perfectly good condition. It admitted of con- 
siderable improvement, and the efforts of men who wished a 
better currency—men of whom Benton was a type—were to a 
considerable extent justified by the conditions. 

But it must never be forgotten that, while the paper of the 
Bank of the United States was not in as good a state as it might 
and should have been, it was still far preferable to the paper of 
the state banks, and that the choice at the time lay between the 
issues of the national or those of the state institutions. In such 
circumstances a sensible man could not hesitate which to choose. 
The state banks poured out streams of paper of a smaller denom- 
ination than $5 even as low as $1— paper that was redeemable 
only at the place of issue, and which had hardly any cur- 
rency elsewhere; paper which was frequently not redeemable 
even where issued; paper of all degrees of credit. Ona just 
review of all that was done and all that had to be faced, the 
Bank of the United States is hardly censurable for the fact that 
its paper was not completely redeemable. The currency was 
better a thousandfold than that supplied by the state institu- 
tions before the establishment of the bank; it was much better 
than any other paper after that event; it was gladly taken 
everywhere throughout the country," a fact which cannot be 
asserted of the issues of any other bank, no matter how good its 
credit. These facts must always be pleaded in justification, if it is 
supposed that the bank needs justifying. The currency of the 
Bank of the United States was sound and uniform, but it was not 
strictly convertible and was slightly depreciated. 

That the paper of the bank possessed a high degree of 
elasticity was the general opinion of contemporaries. The fact 
itself is not difficult of proof, but the amount of elasticity is not 
easily determinable. In the nature of the case general consid- 
erations are almost the only ones which have value here. 

The banking operations of that day made the question of 
elasticity one of far greater import than it is to this generation. 
That this was so can be pointed out in a single sentence: Today 


145 Niles’ Register, p. 364, and 46, tdid., p. 188. 
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the important element of the circulation is the deposits; then it 
was the issues of the bank. This fact is the significant one in 
every comparison of banking operations then and now, but inno 
consideration is it more important than in this of the elas- 
ticity of the currency. Hence the conclusions arrived at by a 
study of this institution will be of value only when it is remem- 
bered that they will not apply in all their length to the mone- 
tary conditions of today. 

As regards the elasticity of the paper of the Bank of the 
United States it must be noted that the state banks of that 
period also issued paper, and great quantities of it. Out of a 
total of sixty or seventy millions of paper the Bank of the United 
States supplied not over twenty millions. Thus over two-thirds 
of the entire paper circulation was issued by state banks of all 
degrees of responsibility and irresponsibility. Under these cir- 
cumstances it is difficult to measure the precise value of the 
elasticity of the circulation of the Bank of the United States. 
Had that bank supplied the whole currency of the country the 
task would have been much simpler. 

There is one fact in regard to the bank’s organization which 
must in the nature of the case have made its issues much more 
elastic than those of national banks organized as ours are today, 
or than those of state banks. This was the organization of a 
' great system of banks, of a mother bank and numerous branches. 
Only so can a bank currency be completely elastic, for it is only 
so that the currency needed can be immediately supplied where 
itis wanted. Moreover, it is apparent that a great bank with a 
large capital under its control can meet local demands much more 
easily and safely than a small bank. Particularly would such a 
bank meet the demands of small towns and villages for a cur- 
rency, a demand which in many instances cannot now be 
met. 

On the other hand, a general fact in relation to the Bank of 
the United States which interfered with the perfect elasticity of 
its issues must be noted here. This was the fact that the bank 
was closely connected with the government. The connection 
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seriously affected the free operation of the bank’s issues. Thus, 
whenever a portion of the national debt was discharged, tie 
bank was called upon for large sums of specie. At such times a 
contraction of the issues was unavoidable. At such times, there- 
fore, the property of elasticity was seriously impaired. On the 
other hand, when the government revenues yielded a surplus, 
the bank had on its hands an enormous amount of capital for 
which some use had to be found. Acting under the stimulus of 
the necessity, an expansion in the business of the bank took 
place, and there were over-issues of the bank’s paper. These 
disturbing elements will be found constantly interfering with the 
free operation of the bank’s issues. 

It may be argued that the interference charged to over-issues 
could not occur so long as the currency was redeemable on 
demand in specie, or, if it could occur, only a temporary and 
immediately corrected expansion would ensue. The subject 
was hotly discussed during the existence of the bank. The 
opinion expressed by its president was that a paper currency, 
redeemable in specie on demand, can never be redundant, because 
an approach to redundancy will lead at once to a foreign demand 
for the precious metals; to an exportation of specie; to a rise 
in its price; to an immediate redemption of notes in order to 
obtain silver and gold, and hence to an effective check upon 
over-issues. The opponents of the bank answered this argu- 
ment by pointing to what they asserted was a fact, namely, that 
the issues were at times redundant. This was true, and there- 
fore complete elasticity did not exist. There were two reasons 
why it did not, viz.: The public opinion of the country was 
against the practice of drawing specie from the bank; the pro- 
vision by which specie could be demanded only at the issuing 
offices interfered with the easy presentation of the notes.’ In 
these circumstances, unhealthy expansions in the currency were 
not only probable, but inevitable. 

Such a condition of affairs necessarily impaired the elasticity 
of the issues. Indeed, if the mass of it was to be elastic to any 


* See the discussion on convertibility above. 
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degree, some other effective means must be found for returning 
the note circulation upon the bank when the transactions upon 
which it was issued had ceased. One means was provided in the 
payments made to the government. Tariff dues were collected 
at all the seaports; enormous sums came in through the land 
offices and also through the post offices. All this money was 
paid into the Bank of the United States, and most of it consisted 
of notes issued by that bank. Here was an ever-efficient means 
of retiring the bank’s issues. Another resulted from the course 
of trade in the United States. There was always a flow of the 
bank’s circulation from the West and South to the Atlantic 
cities of the North and East, a consequence of the financial rela- 
tions of these sections to one another, which made the West and 
South debtors to the East and North. The amount of notes 
received ina single year at the Atlantic offices, largely as a result 
of the course of the exchanges, was very large.? In addition a 
great deal of paper was received by the inland offices. In these 
ways millions of dollars in the notes of the bank were retired 


every month. The paper taken up in 1832 by offices which had 
not issued it amounted to about 40 million dollars.3 What 


*“The government receives its revenues from 343 customs houses; 42 land 
offices ; 8,004 post offices ; 134 receivers of internal revenue; 37 marshals; 33 clerks of 
courts.” —Report of the Finance Committee of the Senate, March 29, 1830. Senate Docu- 
ment No. 50, p. 21, XXII Congress, first session. According to this report the govern- 
ment received from these sources in the ten years preceding the first of January, 1830, 
$230,068,000. 

? Amounts of branch notes received at the offices at Boston, New York, Phila- 
delphia and Baltimore : 


1828 1829 1830 1831 1832 


$1,010,000 | $1,844,000] $1,794,000} $1,816,000] $2,249,000 
11,938,000 | 11,294,000] 9,168,000] 12,284,000] 13,542,000 
Philadelphia 4,453,000} 4,106,000] 4,579,000} 5,398,000} 6,789,000 
Baltimore 1,497,000} 1,420,000! 1,376,000} 1,588,000 1,601,000 


Totals $18,898,000 |$18,664,000 |$16,917,000 |$19,086,000 | $24,181,000 


For 1828 to 1831, see House Reports, No. 460, p. 534, XXII Congress, first session. 
For 1832, Senate Document No. 82, p. 3, XXII Congress, second session. 
3 Senate Document No. 82, p. 3, XXII Congress, second session. 
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amount of their own individual issues the offices redeemed is 
not stated. It must, however, have been considerable. As the 
note circulation in 1832 averaged about 20 million dollars, it is 
evident that at the least twice its volume was redeemed in that 
year. It is probable that this rule would hold good tor most 
years. Thus there was a constant redemption and a constant 
renewal of the issues, which insured a very considerable degree 
of elasticity. 

Speaking generally, then, it can be said that the issues were 
elastic to an unusual extent. A consideration of what is 
revealed by the chart of the issues and deposits will add some- 
thing specific to these general conclusions. The first evidence, 
conclusive in itself as to the elasticity of the note circulation, is 
the close correspondence between the loans of the bank and its 
issues. The chart shows that as the loans increased the issues 
increased, as the loans diminished the issues diminished. The 
amount of the loans, however, was determined by the business 
demands of the country, and so the issues must have been deter- 
mined by the business demands of the country. This is elas- 
ticity. 

Carrying the analysis a little farther it will be evident that 
the loans and issues fluctuate generally in a systematic and 
not in an irregular manner. The demand for banking credits « 
was greater at certain periods of the year than it was at others. 
In the summer the demand was usually less than during the rest 
of the year. This was due to the fact that between two crops the 
demand for banking accommodations diminished. As a general 
rule, a rule determined by the need of credit to grow and to 
move the crop, the circulation increases from October to April, 
then either remains at the level attained or rises slightly until 
July; from July to October it diminishes to a considerable 
degree. These variations amount to several millions in a few 
months. This is the general rule. That there are exceptions 
goes without saying. Where there are exceptions, however, they 
can be explained either on the ground of something unusual in 
the transactions of the bank, or something unusual in the com- 
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mercial condition of the country. Thus the rule for fluctuation 
will not apply at all during the entire period in which Cheves 
administered the affairs of the bank. The explanation is not 
far to seek. Cheves almost put an end to that part of the bank’s 
business which was based upon the southern and western trade, 
in other words upon the crop. Necessarily, the fluctuations in 
the currency could not be determined by demands having refer- 
ence to the crop. That the periods of fluctuation are changed 
is only additional evidence of the elasticity of the issues. Again, 
in 1831, the issues do not decrease through the summer months. 
The reason was that in this year there was a general expansion 
of such potency that the issues could not be diminished.* Again, ° 
in 1832-3, there is a contraction where regularly there should be 
an expansion. This is explained by the fact that the bank had 
to secure a stock of specie in order to redeem a portion of the 
public debt. To get this specie, the western offices were called 
upon, being forbidden to increase their loans or their issues. So 
in 1833-4 we have a similar contraction, and once again because 
the bank is operating a contraction to which commercial interests 
were completely opposed. 

In the nature of the case deposits are elastic. The line in 
the chart resulting from aggregating deposits and issues shows a 
wonderful correspondence with the line for ‘‘total accommoda- 
tions.”* The circulation of the bank, using the word to include 
the deposits, was certainly elastic in a high degree. 

The question of elasticity possesses importance today largely 
because the very inelastic currency of the United States has been 
productive of considerable injury to the business interests of the 
country. It is admitted by most that the evils incident to a cur- 
rency largely composed of a fixed amount of greenbacks and the 
inelastic issues of the national banks should be remeved. The 
principal question, however, is as to the remedy to be used. 
There is certainly ground for thinking that a system of great 
banks with numerous branches would be by all odds the most 

* Senate Document No. 17, p. 97, XXIII Congress, second session. 

? See chart, p. 424. 
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successful measure. Mr. Eckels, in his last report as comp- 
troller of the currency, advocates branches." Though he does 
not specifically point out that the elasticity of our currency would 
be increased by this system, his whole argument supports the 
conclusion that this would be the case. Undoubtedly the plan 
is the correct one. It is very effective at this day in Canada, to 
go no further from home. 

In criticising the bank of the United States for attempting to 
meet a demand for credit through its issues, it was not assumed 
that no real demand for a currency existed. The criticism was 
aimed at the abuse of a perfectly legitimate system. So today 
‘ there does in all probability exist a demand for a note circulation 
which cannot be met by our present system of banks. In com- 
parison with the demand for capital, this demand is certainly not 
large. But whether large or small, it could be met equally well 
by establishing a system of banks with branches. In case this 
was done, the errors committed by the Bank of the United States 
might be avoided by putting the branches under the control of 
officers from the city where the central bank was established. 
The board of directors could then be composed largely of resi- 
dents of the place where the branch was located. In the hands 
of a management thus constituted the temptation to make bad 
loans and excessive issues would be removed, or at least materi- 
ally lessened. This temptation, it hardly needs to be said, is 
almost irresistible to a local directory at the head of a branch 
situated in a new and undeveloped country. The inducements 
to meet the great demands for capital from friends and neigh- 
bors are generally much stronger than the interests which such 
a directory has in the conservative management of a bank in 
which they are merely paid employees, and which in its greater 
interests is foreign to them and their surroundings. It was just 
this state of affairs combined with the fact that knowledge of 
banking was very rudimentary in the West, which brought the 
Bank of the United States into embarrassment. 

In conclusion it will not be amiss to point out the one great 


* Report for 1896, vol. i. p. 103. 
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defect in the paper currency of the second Bank of the United 
States, and to suggest remedies, remedies which now seem 
almost self-evident, and which then were apparent to those 
skilled in finance. The great defect in the currency was its want 
of strict convertibility. This led to depreciation and to redun- 
dant issues, and interfered with the elasticity of the issues. The 
remedy for this state of affairs was certainly not to destroy the 
bank. In the financial circumstances of the day that was an 
excess of folly. A re-charter should have been granted. The 
bank should have been compelled to receive all its notes at all 
its offices. In this respect the bill to re-charter insured great 
improvement." It compelled the bank to take all its notes in 
payment of debts due from state banks. This partially met 
the difficulty as is proved by the result of the bank’s adoption 
of this plan in New York and Baltimore in 1833. Deprecia- 
tion in those cities ceased to exist for the first time in fif- 
teen years.? In the next place, the state banks as well as the 
national bank should have been prohibited from issuing notes of 
a smaller denomination than $5. This would certainly have 
brought into the circulation a larger amount of specie, which 
would have helped to check the tendency to undue fluctuations 
so common in the currency of that time. These measures would 
undoubtedly have given the country an excellent currency, one 
completely convertible and sufficiently elastic for all purposes. 
Had these things been done the nation would in all probability 
have escaped the worst disasters of wild-cat banking, the mis- 
take of the greenback issues, and perhaps the free-silver agita- 


tion. 
C. H. CATTERALL. 
THE UNIVERSITY OF CHICAGO. 


* Senate Journal, p. 452, XX11 Congress, first session, sec. 4 of the bill. 
p. 445. 
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THE INTERNATIONAL TYPOGRAPHICAL UNION. 


Tue struggle for existence and subsequent recognition, 
which was so earnestly fought out by the trades unions of 
England at the beginning of the present century, is a feature 
which, happily enough, has been almost entirely wanting in the 
development of trades unionism in America. Throughout its 
early growth in the four decades preceding the Civil War and its 
rapid progress ever since the union plan of organizing labor has 
met with little interruption, and its success as indicated by its 
proportions today is generally conceded to have been fairly 
merited. While this commendation of the movement in gen- 
eral may be freely given, approval of many methods pursued, 
from time to time, by local and national unions is far from being 
in any degree so unanimously expressed. In truth, many of 
these methods have received the strongest condemnation, not 
only from employers, but oftentimes from laboring men them- 
selves. The fact that trades unions have not unfrequently been 
known to shift their position in regard to important matters, and 
adopt a policy at one time the direct opposite of that which was 
held at another, is evidence that grounds have not been ill 
founded on which diverse opinions have been based. The sub- 
ject, then, of trade-union methods is of first-rate importance. 
In the present paper an effort has been made to indicate some 
of the methods most commonly pursued by trades unions in 
matters pertaining to their organization and trade, and to illus- 
trate these in particular by concrete instances from the life his- 
tory of the International Typographical Union, the oldest 
national labor organization in America today.' 

* The earliest recorded instances of attempted organization among printers in 
America date back to the first quarter of the present century. It was during the sec- 
ond quarter, however, that the number of local unions in the printing, as in other 
trades, began to increase. The first attempt at united action among the unions 


formed came in 1843, when an effort was made in New York City to form a general 
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In a study of trade-union methods first in natural order and 
primary in importance is the subject of membership. Who may 
be members, and what should be the conditions of admission to 
membership, are questions of vital moment to every union. 
Broadly stated, the policy of any union is to include within its 
ranks all workers at the trade for which the union stands. So 
long as non-union men remain, the strength of the union will be 
impaired in the protection afforded its members against possible 
unfair competition from without. The insistence upon a certain 
degree of skill is necessary, however, to prevent the union being 
made a refuge for objectionable or unworthy workmen, and is 
also an essential guarantee that the members have attained that 
degree of efficiency as handicraftsmen which the union may 


secret union of the printing craft under the name of “The Order of Faust.” This 
order expired at the end of two years. In 1850 a temporary organization of the local 
unions in the eastern states was effected, and the following year at a convention held 
at Baltimore “ The National Typographical Union” was formed. Its constitution was 
adopted a year later. At the time of the Civil War the number of local unions had 
increased to half a hundred. This number was rapidly supplemented during and 
after the war. The advisability of extending the organization to Canada had been 
considered shortly after the national union was formed, but this extension was not 
brought about till June 1869, at which time the name of the organization was changed 
to “The International Typographical Union of North America.” During the years 
1873-4 a successful arrangement was entered into between the unions of England 
and America by which the interchange of cards between the two countries was there - 
after to be recognized. Up to 1873, 165 local unions had been chartered and the 
total membership at that date was estimated at over 10,000. In the same year a 
system was initiated of bringing allied trades within the jurisdiction of the gen- 
eral organization. Since then pressmen, stereotypers, electrotypers, bookbinders, 
plate printers, press feeders, type founders, mailers, and their local unions have been 
brought in. Of late efforts have been made to include telegraph operators and others 
engaged in trades which influence the printing business. The German-American 
Typographia, organized in 1873 and composed chiefly of German printers, has been 
closely connected with the International Typographical Union for some time. The 
National Typothetz, an organization of employers, has had continuous dealings with 
the Typographical. With the Knights of Labor very friendly relations have been 
maintained, though in 1886 the Typographical Union strongly resented the attempt 
made to have itself included under that organization. At the present time there are a 
few printers’ assemblies of the Knights of Labor. In the formation of the American 
Federation of Labor in 1881 the International Typographical Union played an impor- 
tant part. The two organizations have been mutually helpful and have sustained 
close relations ever since. 
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claim for those who belong toit. In regard to the admission of 
members the International Typographical Union has had, in 
common with other unions, three problems of special importance 
to solve, namely, the problem of sex, or the admission of women ; 
the problem of race, or the admission of negroes; and the 
problem of the degree of skill required, or the apprenticeship 
question. 

The struggle against the competition of female labor is one 
which has distracted a large majority of unions, and is by no 
means settled even yet. Where we have sufficient material on 
the subject, we are able to trace, in many unions, two distinctly 
opposite policies which have been enunciated and carried out in 
regard to this problem. The first and earlier policy is one of 
exclusion, to crush effectually, if possible, the female ‘worker ; 
the other and later policy is one of inclusion and the defense of 
female rights. When the number of female workers in a par- 
ticular trade was limited, the unions believed that by offering 
them no inducements, by discouraging, in fact, their efforts to 
advance or improve, they might in the end be beaten down, or 
at least not rise to any positions of importance. When, however, 
it became evident that woman was in the field to stay, and that 
in many instances she was supplanting man, the doors of the 
union were thrown open to her, and every encouragement was 
offered that she might avail herself of union privileges. It was 
found that the only successful mode of dealing with this new 
factor in the labor market was to give it fair treatment—to 
combine with it, and by organizing female labor and demanding 
for woman the same remuneration for time and service as was 
given to man, to prevent the underselling of the one by the other. 

The records of the Typographical Union exhibit the two 
tendencies very clearly. As early as 1854 we find a resolution 
which declares that ‘‘the National Typographical Union will not 
encourage by its acts the employment of females as compositors.” 
That this attitude was maintained for some time is evident from 
the report of the secretary in 1867, in which he says ‘“‘the public 
at present believe that the policy of the union is one of opposi- 
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tion to woman in trade.” But the time had come for a change, 
and therefore the secretary proceeds to declare that the union 
simply opposes women being hired at less wages than men, 
and thereby securing the situations of thestronger sex. He then 
makes the demand, which is often heard today, that if a woman 
is competent to do a man’s work she should have a man’s pay 
in return. The old prejudice, however, still swayed the minds 
of the majority, for at the same meeting a mild resolution on 
the subject, which was introduced by a special committee, failed 
to carry. It stated, in effect, that the National Typographical 
Union knew of no good reason why women should not be allowed 
all the rights and privileges of membership, provided they 
received a like compensation as men for the same kind of work 
and service. The matter was then left to the action of subor- 
dinate unions. Taking advantage of this ray of hope and 
promise, a women’s typographical union was organized in the 
city of New York in the course of the following year. It 
included in all fifty members, and shortly after its formation 
won a recognized status by assisting the men’s union in that city 
while the latter body was conducting astrike. At the session of 
the International Union in 1869 two members of the New York 
women’s union were present, and, with the codperation of a 
number of the delegates, were able to secure an amendment to 
the constitution permitting the granting of a charter to a 
women’s union in any city, provided the consent of the existing 
union established there was first obtained. Where the local 
conditions were such as to prevent the organization of a women’s 
union, female workers were not to be debarred from joining a 
subordinate union if one were in existence. Inthe year following 
another step in advance was made by the election of a woman as 
corresponding secretary of the International Union. Her account 
of the efforts put forth to have only union women employed in 
offices is interesting and instructive.* She was forced to admit 


* Report of Corresponding Secretary Augusta Lewis published in proceedings of 
the 19th session of the International Typographical Union, held at Baltimore, June 
1871. 
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that but little success had attended the exertions to elevate her 
sex in the scale of workers. Most discouraging of all were the 
futile attempts to have only union women employed in the 
printing office of the Woman’s Advocate, a paper which assumed 
to be “the woman’s rights organ for working women.” The 
principal reasons alleged for the failure to secure unions of women 
were the strong prejudice of the opposite sex, women’s defective 
instruction in any given trade which prevented her being able 
justly to demand the same wages as men, and, lastly, the fact 
that as but few avenues of labor were open to women they were 
always ready and willing to undermine each other for a small 
advance in wages. The prejudice against female employees was 
very strong, the foremen as a rule, in many union establishments, 
refusing to engage them. On the other hand, in non-union 
offices they appear to have been fairly treated. The Fireside 
Companion, of New York, was the first newspaper to employ none 
but union women. Other papers, like the Advocate above men- 
tioned, published in the interests of women, neither paid union 
wages nor employed union women. In 1871 the subordinate 
unions were instructed to give women all possible assistance and 
encouragement. In the following year it was reported that the 
plan of admitting women to subordinate unions was working satis- 
factorily, and a resolution was adopted requiring women to be 
admitted to subordinate unions on the same footing in all respects 
as men. A year later a stop was put to the practice of granting 
separate charters to women’s unions, they having at that time all 
the privileges, in theory at least, of unions which were willing to 
admit them. The treatment of women by the subordinate union 
was, however, very questionable for a considerable period of 
time, and even yet it is uncertain whether they really enjoy the 
same privileges as men in all the unions. In 1884 the shameful 
treatment which female workers were reported to have received 
at the hands of union foremen, journeymen and apprentices, 
called forth the strong condemnation of the International Union, 
and led to the enactment of a general law to the effect that no 
distinction must be made between persons holding typograph- 
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ical union cards,‘ and that subordinate unions must admit women 
having such credentials. The president also announced as his 
official decision that subordinate unions could not refuse women 
admission on account of their sex. It is evident that former 
resolutions on the point had been of little avail; but the liberal 
provisions of the new law left the matter no longer optional with 
the unions. In 1887 they were ordered to organize as soon as 
possible all female help within their several jurisdictions, and it 
thus became the duty of the organizers to assist in this under- 
taking. Equal wages were to be paid for the same work to per- 
sons of both sexes who were employed in any union office, and 
any union failing to adjust its scale of prices so as to conform 
to this new regulation, or refusing to aid in its enforcement, 
became liable to a heavy fine for the first two offenses, and a 


*The card system is the method adopted by each union of securing to its members 
the privileges of the organization. Upon admission to the union and payment of the 
prescribed fees, each member is given a certificate which is properly dated and signed 
by the authorized officers. ‘This certificate so authenticated must be accepted by all 
unions, no matter where the member so certified goes. If a member of a union comes 
from the habitat of his own union to that of another union, he is not admitted to the 
latter without such certificate ; but if he be an applicant for membership, not having 
previously belonged to a union, leave to admit him may be obtained from the union 
in the town whence he came. ‘This system is adopted as a security against the 
admission of non-unionist, or unworthy members. It was instituted at the first meet- 
ing of the International Union, where it was resolved that no journeyman from a 
town where an organization was known to exist should be permitted to work in any 
locality within the jurisdiction of the places represented at the convention unless he 
presented a certificate of membership from the union in the place whence he came. It 
was at the same time decided that the traveling certificates and cards should recom- 
mend the holders to “assistance and traveling expenses from the union in any city or 
town where they cannot obtain work.” The practical application of this benefit has 
proved a perennial puzzle ever since. The union cards have also been used effect- 
ively in bringing about an indirect, and sometimes a direct, connection with other 
unions or bodies not within the jurisdiction of the International association. For 
example, the plan of an interchange of cards was adopted with respect to the Cana- 
dian unions before they linked their fortunes with the International. In 1873 the 
corresponding secretary of the International Union took measures to secure an 
exchange of cards with the English typographical unions; and now the duly attested 
cards of all persons so accredited from foreign typographical unions, which recipro- 
cate the privileges, are accepted by subordinate unions, and their holders admitted to 
membership on the same footing as persons presenting a certificate of the Inter- 
national Union. 
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revocation of its charter for the third. These various provisions 
for the protection of female labor still form part of the general 
laws of the highest governing body, and indicate the present 
attitude of the International Union on the subject. 

The number of women employed and underpaid in non- 
union offices continues to be very large. In 1893 an effort was 
made to secure a modification of the law requiring equal wages, 
the expectation being that, by lowering the scale for women, 
more of them might be induced to join the union. The demand 
came from Boston, where a large number of women have learned 
the trade in non-union offices. In that year there were, so it 
was claimed, 700 female compositors in Boston working at 
wages from one-third to one-half lower than the union scale. 
It has been found that a similar state of things prevails in 
nearly all the large cities. The demand just referred to was 
not granted for fear the principle of equal remuneration for both 
sexes might be eventually weakened or destroyed in the many 
establishments where, at that time and since, it has been 
accepted and acted upon. 

The race problem had inherent elements, and was beset with 
difficulties, not unlike those involved in the perplexing problem 
of sex. At the conclusion of the great Civil War there was pre- 
cipitated into the field of free labor a large population of eman- 
cipated slaves. Their long servitude had accustomed them to a 
species of oppression which was calculated to give the scantiest 
wage a fictitious value, and to make it appear in their eyes an 
ample reward for services rendered. This new class was now 
for the first time brought into competition with the great body 
of labor everywhere. Could it be effectually kept in subjection 
by having withheld from it the advantages which organized 
labor enjoyed? Thus reasoned the unions, and many decided 
to close their doors to the colored race—a policy of exclusion, 
and, as far as possible, of destruction also. But ere long it 
became evident that negro labor could not be thus ignored, and 
that the black man was capable, in many trades at least, of 
doing his work as efficiently as the white. In order, therefore, 
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to prevent the one from supplanting the other by performing 
the same services at a lower remuneration, the trades unions 
sought to organize the negroes as other classes had been organ- 
ized, and to demand for colored labor, as they had done, or 
were doing almost at the same time, for female labor, that equal 
services, no matter by whom performed, should receive equal 
compensation. Prejudice, as in the case of women, albeit of a 
different kind, still prevailed, and withheld from the negro 
many privileges to which he was nominally entitled; and there 
are unions in existence today which still refuse admission to the 
colored man simply on account of his race. 

The question was first considered by the Typographical 
Union in 1869, the year of its extension to Canada. A resolu- 
tion declaring that it was manifestly unjust for any subordinate 
union to deny admission to a printer merely on the ground of 
race or color was then introduced, but it failed to carry. The 
discussion which it evoked showed that the printers had hoped 
that negro labor would never come seriously into conflict with 
their own, and that, wherever possible, it had been discouraged. 
The action taken was of a negative sort, and culminated in the 
defeat of a resolution setting forth that the International Typo- 
graphical Union objected to the admission of any negro into a 
subordinate union under its jurisdiction. This much at least 
had been accomplished. A _ year later a special committee 
appointed to report on the subject declared that it was inimical 
to the progress of civilization to legislate against the color of 
printers seeking membership. Unhappily, the matter was then 
referred to the subordinate unions, each of which was left free 
to determine it in accordance with its own policy. What had 
happened in the case of female workers happened also, natu- 
rally enough, in the case of the negro. His holding a card of 
membership in one union which had been willing to admit 
him conferred no right of admission to another which had 
decided to exclude his race. This vexed question was finally 
settled in 1879. In that year the president of the union gave 
an official decision, on appeal, that the refusal of two unions to 
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accept the card of a colored member belonging to a third was 
illegal, and that a duly attested card of the International Typo- 
graphical Union was to be honored when presented to any sub- 
ordinate union. To put the matter beyond further doubt or 
cavil, it was afterwards resolved that no subordinate union 
should refuse to accept a properly accredited card so long as 
no charges were pending against the holder. So far then as 
nominal privileges are concerned, they are not denied by the 
Typographical Union to the negro; but as long as the old racial 
prejudice exists, it will be questionable to what degree they are 
real. In the case of any union in which the number of colored 
printers is at all large the privileges thus conceded are likely 
to be of a substantial character; but where the number is small 
or uninfluential, it is doubtful if the benefits intended are of any 
value whatever. 

The apprenticeship problem is somewhat different, and may 
be looked at from two different standpoints. In the first place, 
the requirement of a term of apprenticeship may be regarded as 
a means of limiting the number of those likely to become jour- 
neymen, and so of lessening competition among members of the 
trade. When presented in this light it has features in common 
with the race and sex problems already noticed. Secondly, it 
may be regarded as a method of producing better and more 
efficient workmanship, and thus of placing the union on a higher 
plane by insuring to workmen a proper standard of excellence. 
It is difficult to say which aim has been uppermost in the minds 
of union men. There is little doubt that in the earlier years, and 
perhaps even yet, in many cases, the first has been or is the 
dominant purpose. The second has followed as a result, natural 
and inevitable. 

The history of apprenticeship in the Typographical Union 
clearly reveals the objects aimed at, and also the dominant 
desire to diminish competition, especially during the earlier 
years. Whichever aim has been sought, two different methods 
have, from time to time, been adopted to secure it. First, 
apprenticeship has been made a prerequisite—a sine gua non 
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to admission—and was thereafter to be extended over a 
definite period of time. Secondly, the number of apprentices 
which any journeyman, or number of journeymen, may employ 
at any given time has been limited. At the first convention of 
printers, held in 1850, a recommendation was made that the 
number of apprentices should be limited, and a resolution was 
passed to that effect. All employing printers were also urged to 
have apprentices indentured for a period of not less than five 
years. In addition to these measures, there was expressed the 
significant opinion, which met with general approval, that ‘‘too 
many printers have been manufactured of late years,” a clear 
indication that the prime object of apprenticeship was to lessen 
competition. This action was in accordance with the objects for 
which the first convention was called. One of these objects was 
announced to be ‘“‘the enforcement of the principle of limiting 
apprentices, by which measure a too rapid increase in the num- 
ber of workmen, too little care in the selection of boys to the 
business, and the employment of herds of half men at half 
wages to the detriment of good workmen, may be effectually 
prevented.” The old policy was soon adopted of allowing the 
local unions to legislate upon this question of apprenticeship as 
they severally desired. They were requested to limit the num- 
ber of apprentices in each office to one for such number of jour- 
neymen as they deemed just. Most of them have fixed the 
limit at one apprentice to five journeymen. In 1875 there is 
further evidence to show that the main object continued to be 
the limitation of numbers. The secretary reports that “the 
apprenticeship system, or rather the lack of a thorough system, 
is the root of the evil of there being too many printers, 7. ¢., too 
many alleged printers.” Meanwhile, at the intervening sessions, 
members had been debating the question of the term of inden- 
ture, and the expediency of changing it from four to five years, 
and back again from five to four. 

A new difficulty arose in 1876. The legislature of Pennsyl- 
vania passed a law in that year making it an offense for any 
individual, society, or combination, in any way to dictate to, or 
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interfere with any person taking as many apprentices as he 
pleased. Naturally the printers in convention loudly protested, 
and urged a repeal of the law. They claimed that if an 
employer was to have as many apprentices as he pleased, the 
law was defective in not compelling him to give the apprentices 
the proper amount of instruction, and that unless there were 
some check of this kind the trade would soon deteriorate, or 
employers would gain unjustly at the expense of their men. An 
effort was then made to obtain legislation that would insure 
proper teaching. A bill with this purpose in view was intro- 
duced during the following year into the Michigan legislature, 
but, in common with similar efforts in other states, it failed to 
pass the house. Almost every year thereafter the question of 
how long a term of apprenticeship should be required was up 
for advisement, and was discussed to no purpose. An attempt 
was made in 1882 to secure the codperation of the American 
Federation of Labor in bringing about a five-year term in all the 
states, but it did not prove successful. In 1889 the term was 
fixed at four years, at which it has since remained. 

The Typographical Union has passed other laws in regard to 
apprenticeship, but many of these are of minor importance. In 
1862 it was agreed to admit any apprentice to probationary 
membership in the last year of his term, without the privilege of 
voting, or the requirement of paying dues. It was hoped by this 
means that well-informed and thoroughgoing union men might 
be enlisted. In 1880 the suggestion was made that all appren- 
tices be compelled to pass an examination as to their compe- 
tency before admission to a union. This idea was further pro- 
moted in 1885, when the president urged the appointment by 
subordinate unions of local boards of examiners; and finally, in 
1889, it crystallized into a law requiring a rigid examination, as 
to the competency of applicants for membership, by a committee 
of the local union. This law is still in force, with an exception, 
however, in the case of newspaper writers, press feeders, mailers, 
and web-press helpers. This action and many resolutions which 
are being presented year by vear indicate the widespread 
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desire for a better apprenticeship system securing a higher 
degree of skill among the members. Efforts have been made to 
fix a certain minimum age, usually fifteen or sixteen years, as 
that at which apprentices may enter upon their term of inden- 
ture; but these have received little sanction save that of custom. 

Cf late years the apprenticeship question has led to many 
controversies between journeymen printers and their employers. 
The large employers in many cases do not employ apprentices 
at all. They depend chiefly on the country towns for their 
supply of skilled printers. In some respects the country print- 
ing offices offer special advantages for learning the printing 
trade. In such offices the work is not subdivided, as in large 
cities, and the apprentice learns all branches of his business. At 
the expiration of his term he is fully qualified to follow either. 
the news or job printing branch. These country offices employ 
but few skilled journeymen, the proprietor, who is usually an 
experienced printer, performing all the work with the assistance 
of his apprentices. An investigation of this matter was made in 
1893, and the result of the inquiry published in the Zypograph- 
ical Journal for December of that year. The conclusion there 
reached is, that where a union does not exist hardly any jour- 
neymen are employed. When an apprentice has served his 
term he is displaced by another apprentice, so that the only 
thing for the journeyman to do is to seek work in the city. As 
a result of this peculiar condition of things there has been, for 
years, a constant stream of journeyman printers from the coun- 
try to the city. It is little wonder, therefore, that the unions 
find it difficult to secure work for all their members, and that 
they have striven to limit the number of apprentices which an 
employer may engage." 

The attitude of the Typographical Union with respect to 
the admission of employers to membership has changed. At 
its first session a resolution was passed permitting employers 
to become active or honorary members of subordinate unions. 


*The apprentice laws of local unions appear to be pretty generally observed. 
The following tables, taken from the fourth biennial report of the Bureau of Labor of 
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By 1859 this appears to have been restricted to employers who 
were at the same time practical printers. Nine years later the 
desire to confine the union ranks to wage-earners exclusively 
found expression in the adoption of a report granting the privi- 
lege of honorable withdrawal from the union to any member in 
good standing having an interest in any office in the city of the 
union of which he was a member, whether he were working at 
the time for a salary in his own or any other office in the city. 
Finally, in 1886, the regulation admitting to subordinate unions 
employers who were also practical printers was erased from the 
general code. A like policy in regard to the admission of 
the state of Minnesota, 1893-4, show to what extent the offices in St. Paul and Min- 


neapolis have complied with the union regulations limiting the proportion of appren- 
tices to regular journeymen. 


EXHIBIT OF JOURNEYMEN PRINTERS AND APPRENTICES EMPLOYED IN LEADING 
ST. PAUL PRINTING OFFICES. 


Number in different offices 
Total 


| 8] 9 | x0) rx) 12) 13) 14] 15] 16) 17) 18) 19 


Number of journeymen 

employed .......... 6/33}13| 4] 3] 2] 3} 5/23} 8} 1] 5} 233 
Number of apprentices 

1} 2} 3] 2} 2] 1) 5} 2) 2) a] 2) 3) 37 
Number of apprentices 

allowed by union....| 2} 7] 3] 2] 7] 5} 6| 3] 1] 1] 1] 1] 2] 1] 2] 66 


EXHIBIT OF JOURNEYMEN PRINTERS AND APPRENTICES EMPLOYED IN LEADING 
MINNEAPOLIS PRINTING OFFICES. 


Number in different offices 


| xo} 13) 14) 15] 16 


Number of journeymen employed 7] 6| 4] 5] 4] 3) 264 
Number of apprentices employed.; 2] 3} 2} 2) 1} 1| 2} 2) 2) 2) 1] 1] 1) 1 
Number of apprentices allowed by | 

7| 4) 2) 2] 3! 3) 3) 2) 2) 1] a] 1] 


From these tables it will be seen that the full quota of apprentices allowed by a 
union are not in fact employed. These two cities may be taken as fair examples in 
this respect of the prevailing conditions in most large cities. 
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employers to membership may be traced in other unions; but it 
would be a mistake to suppose that it has been pursued in con- 
sequence of any hostility on the part of workingmen towards 
those in whose employ they are. It appears rather to be due 
exclusively to the desire for greater freedom of debate than 
might otherwise be enjoyed. 

No questions have receivea greater attention from workmen 
in their trades unions than those pertaining to the hours of 
employment and the rate of wages. The two are intimately 
associated, for a reduction in the former, other things being 
equal, is equivalent to a rise in the latter. The hour and the 
wages questions have received most consideration in the local 
unions, but the national bodies have not left them unnoticed. 
The printers were early on the scene in the agitation for an 
eight-hour law, which is still a live question. When the matter 
first came up in the International Union in 1865 it was voted 
inexpedient to take any action in regard to it; but three years 
later Congress was memorialized by the union in favor of the 
passage of the eight-hour bill for government mechanics, and 
since then the shorter workday has been a principle contin- 
uously advocated. Notwithstanding this, little progress was 
made till very recent years. In 1887 a general law was passed 
making nine hours, instead of eight, a day’s work, except upon 
morning and evening papers, for which six hours’ continuous 
composition was suggested; and a plan of action was laid down 
for enforcing the law in all places where trade unionists were 
employed. Fearing, however, that an attempted enforcement 
might prove disastrous, the operation of the law was soon sus- 
pended, and the matter left to local unions with the result that 
nothing came of it. When the Wade eight-hour bill was before 
Congress in 1890 resolutions were passed that it be made law, 
for the reason that the old eight-hour law allowed government 
employees to work more than eight hours if paid for overtime. 
The part played by the International Typographical Union in 
securing shorter hours of employment has been of more effect 
indirectly than directly. The union has contributed liberally by 


‘ 
1 
| 
| 
| | 
| 
| 
| | 
| . 
| 4 
| 


472 JOURNAL OF POLITICAL ECONOMY . 


assessment to the Federation of Trades whenever that body has 
sought to compel the adoption of an eight-hour law in certain 
trades with the hope of extending it in time to others. It has 
also given pecuniary aid to many of its local unions when the 
latter have been engaged in a legitimate attempt to secure a 
reduction of hours. It is only within the last few years that it 
has properly equipped itself with the means of affording this aid 
by the raising of a national defense fund. The necessity of such 
a fund was considered at the first convention, held in 1850, but 
this effort met with little or no success, and, strangely enough, 
the establishment of a proper fund was not realized till 1885, 
although the matter was up for consideration at almost every 
intervening session, with the exception of the period from 1853 
to 1867, when it lay in abeyance. Fund laws were passed from 
time to time, but were either suspended or left to the individual 
action of subordinate unions, and consequently were never put 
into operation. In 1886 the adoption of the law’by all unions 
was made compulsory, but it was not until 1890 that its success 
was at all assured. The reports of 1891 show that the sum of 
over $17,000 was paid out in strike benefits during the fiscal 
year then closed. 

A consideration of the defense fund is connected intimately 
with the question of strikes, the success of which is the vazson 
@’étre of the fund’s existence. Paradoxical as it may appear, the 
perfecting of the fund has been accompanied by greater conserv- 
atism on the part of the national body in its attitude towards 
strikes. There is not now the same likelihood of an unfair strike 
occurring as there was before the fund came into existence; 
for with the increased funds at the disposal of the governing 
body has come an increased authority on the part of executive 
officers in deciding upon the justifiableness of a strike, and 
increased responsibility on the part of the union that advises it. 
A union that desires aid from the national body, or rather that 
does not wish to render itself liable to expulsion, is no longer 
free to declare open hostility to an employer or set of employ- 
ers, by ordering a strike at pleasure. In the event of a disagree- 
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ment between a subordinate union and an employer, which, in 
the opinion of the local union, may result in a strike, such union 
is required to notify the organizer, who goes to the place where 
the union is located, investigates the cause of the disagreement, 
and endeavors to adjust the difficulty. .If his efforts are futile, 
he notifies the president, who informs the other members of the 
executive council of the circumstances, and if a majority of the 
council decides that a strike is necessary the union is authorized 
to order it. It is only recently that matters have been so 
adjusted. In 1876 a majority of any local union might order a 
strike, and this, where the union was composed largely of young 
and single men, was often hazardous to older and more conserv- 
ative printers who had families to support. In the year referred 
to a general law was passed requiring a three-fourths vote of a 
subordinate union to order a strike, and no one was allowed to 
vote on the question who had not been a member for six 
months. A further security against too hasty action was afforded 
in the following year by ordering a secret ballot to be taken 
whenever the question of strike or no strike was being deter- 
mined. The present method did not come into force until after 
the establishment of the defense fund. 

There are, in addition to these, other salutary safeguards. 
When a strike has been authorized by the executive council the 
union interested is called together within twenty-four hours to 
take action in the matter. A three-fourths vote of the members 
in good standing is then taken, as already mentioned, and 
should this majority decide in favor of a strike it is at once 
inaugurated, and the executive council notified of the number of 
men, union and non-union, involved. When a strike is thus 
inaugurated the executive council pays out of the defense fund, 
to the order of the president and secretary of the union involved, 
an amount equal to seven dollars per week for each married 
man, and five dollars per week for each single man entitled 
thereto, excepting the feeders and bindery girls, whose benefits 
are, for each married member five dollars and twenty-five cents 
per week, and for each single member three dollars and seventy- 
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five cents per week. No member of a subordinate union on 
strike is entitled to the weekly benefit unless he reports daily to 
the proper officer of the subordinate union while the strike con- 
tinues. A member receiving four days’ work receives no bene- 
fits; neither is the benefit allowed to any member refusing 
proper work while out on strike. No strike can be inaugurated 
by a subordinate union until at least a year after it has received 
its charter. The defense fund is secured by setting apart 
annually 30 per cent. of the revenues of the International Union 
to the credit of the executive for the purposes described. It 
may also be drawn upon to aid in the resistance of unfair meas- 
ures advocated by employers who may be too formidable for the 
local union to contend against, and also for the purpose of 
advancing and defending the principles of unionism whenever 
and however the executive council may decide. 

The adoption of the national defense fund is apt to foster a 
wrong impression as to the policy of the Typographical Union 
in regard to strikes. It may be fairly said that its wisest leaders 
have always deprecated anything like hostility on the part of 
union members towards their employers. Repeatedly, in the 
annual sessions, has the frequent resort to strikes been declared 
injudicious, and local unions directed not to countenance their 
continuance. Differences with employers, it has been main- 
tained, might be settled satisfactorily by other means, leaving 
always a strike as the last resort. In truth, many of the strikes 
have proved disastrous, and as early as 1871 arbitration was 
recommended by the national body as a method of settling dis- 
putes likely to prove most satisfactory to employer and 
employed. The argument now urged in support of the defense 
fund is, that its existence is more likely to insure arbitration 
than if the union were pecuniarily feeble or defenseless. The 
union is able to meet the capitalist employer on more even 
ground. Too often, before, there was a possibility of the 
employer’s greater wealth enabling him to take advantage of 
the position of the workman on account of the latter’s extreme 
necessities; but now that resistance no longer means starva- 
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tion, there is almost certain to be a fairer recognition of the just 
claims of either party. The merit of the defense fund lies as 
much in the number of strikes which it prevents as in the aid 
which it affords to those which are undertaken. As a matter of 
fact the number of strikes in the printers’ trade has been dimin- 
ishing year by year, and arbitration has taken their place. 
Almost all the local unions have rules on arbitration, and these 
are enforced wherever possible. 

The question of Sunday labor was one which during the 
early years of the union presented itself regularly for discus- 
sion. At first a decided stand was taken against it, and resolu- 
tions were passed condemning it as unnecessary, and as injurious 
to the moral and social reputation of printers. This attitude 
was moderated at the end of ten years by the union advocating 
that, wherever practicable, it was advisable to do away with 
labor on ‘‘the best day of the seven,” the main reason urged 
being that it would appear more creditable from an outside 
point of view if the union adopted such an attitude. After this 
time little or no objection was made on the part of the national 
body to the employment of printers on Sunday, but of late 
years the question has received some attention in the effort to 
prevent any extension of work over six days in the week. The 
introduction of the Sunday newspaper revived the subject, as it 
presented a possibility of seven days’ work being in time 
required on a week of six days’ pay. The morality aspect of 
the question, however, has not been presented for many years, 
and the old argument that Sunday labor was unnecessary has 
been reversed, or has yielded to the demands of necessity. The 
point to be maintained is that only six days’ work shall be 
required in a week. 

So far as the rate of wages is concerned the International 
Typographical Union has taken a stand similar to that in rela- 
tion to hours of employment. The subject has been regarded 
as one with which the local unions alone were competent to 
deal, but the moral support of the National Union has always 
been behind the local bodies in their efforts to secure proper 
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remuneration for their members. As a matter of fact the 
defense fund has been more utilized in protecting the wage rate 
than for any other purpose. When the matter of fixing the 
rate of wages was first introduced at the second national con- 
vention it was deemed inexpedient to legislate on it, and, 
whether on the ground of expediency or not, it has since been 
left for regulation to the local unions. The plan followed by 
the latter bodies in adjusting wages has been for each union to 
fix a scale of prices, and present it annually to employers to 
sign. This scale is then held binding on both parties, and any 
amendments or alterations must first be submitted to a confer- 
ence of employers before being confirmed. Since 1878 all 
questions of increasing or reducing the scale of prices have 
been decided in local unions by a secret ballot. The scale of 
prices is very complete, covering all classes of work; and it is 
usually printed in book form, copies of which are obtainable by 
the parties interested. The International Union in 1886 advised 
that piecework be abolished in book composing rooms, and has 
since endeavored to have subordinate unions act upon this advice. 

The Typographical Union has always taken a decided stand 
against the contract system of public printing in federal, state, 
and municipal work, and has advocated the institution of a sys- 
tem whereby such public work shall be carried on under the 
direct supervision of the federal, state, and municipal govern- 
ments. Apart from the advantage which such a system brings 
to the printers, it is argued by them that there is saved to the 
people a large revenue which otherwise is absorbed by the mid- 
dleman. It was largely due to the exertions of the International 
and subordinate unions that the government printing bureau was 
established at Washington, and that similar offices have been 
established in many different states. At first the International 
Union sought to institute a national printing office at the capi- 
tal on the joint-stock principle, which it was intended should 
secure the printing patronage of the United States government. 
This scheme engaged the attention of the printers in conven- 
tion for over six years. It was then decided that the undertak- 
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ing was too large, and the plan was adopted of petitioning 
Congress on behalf both of the National and local unions to 
create a government printing bureau, and in this way put an end 
to the contract system, which was the real grievance aimed at. 
A continuous series of memorials at last met with success, and 
in 1870 the government printing office was set in operation. It 
soon came under the control of the Columbia Typographical 
Union of Washington, as was evidenced by the attack made in 
the United States senate on labor organizations, and particularly 
on the Typographical Union itself. This occurred on February 
24, 1883, when it was proposed to increase the salary of the 
public printer. The statement was made by a number of sena- 
tors that this official had no power to say who should be 
employed in the government printing office, and that the mat- 
ter was practically dictated by members of the Typographical 
Union. It was impossible, so it was alleged, for a non-union 
man to secure a government position. These accusations, how- 
ever, were fully met by the many friends of trades unions in 
the senate. 

The vexed question of bringing convict labor into competi- 
tion with free is one that has had to be considered by the 
printers in common with many other trades. The union print- 
ers of New York were successful in having an end put to 
printing in New York state prisons, and efforts have not been 
spared to induce the legislatures of other states in which the 
public printing is done by convict labor to put a stop to the 
practice. Union printers have been forbidden to work with, or 
to teach, convicts where the latter are employed. Strong pro- 
tests have been formulated wherever it was thought likely that 
convict labor would be employed to do public work. An exam- 
ple of this occurred in 1880, when the mayor of Boston was 
severely censured for his approval of having printing done for 
the municipality by the convicts on Deer Island in the harbor. 
The remonstrances, however, against the introduction of the 
Ohio state printing into the deaf-and-dumb asylum, in 1868, are 
subject to a different interpretation. 
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There are few organized crafts which have not an official 
organ of their own, and the influence of this single factor itself 
upon trade-union development has been very marked. During 
the early years of its existence the expediency of adopting an 
official paper was frequently considered by the Typographical 
Union, but it is only recently that success has been achieved. 
In 1889 the Zypographical Journal was created as a monthly 
paper. The following year it was made a semi-monthly.’ 


Prior to that time the union recognized certain existing papers as specially desir- 
able media for the exchange of trade intelligence. In 1859 the Printer of New 
York was recommended to the members throughout the United States as a paper 
upholding the interests of the craft; and in 1862 the secretaries of the subordinate 
unions were required to furnish the Printer with quarterly lists of members in good 
standing, and copies of these were kept filed in union offices. In 1867 the president 
strongly urged the publication of an organ to instruct and enlighten apprentices and 
journeymen in country offices. In addition to the lists of members the secretaries were 
then required to furnish monthly statistics on the state of trade. In 1874 an attempt 
was made to establish a monthly journal, but this was defeated. In 1881 and 1883 
similar efforts met with a like fate. In 1886 a paper known as the Craftsman was 
constituted the official organ, and in order that every member should be obliged to 
take it the per capita tax was raised about forty cents per annum to enable the Inter- 
national Union to pay for its distribution. By having the paper paid for in this man- 
ner it was sure to be more widely read, and members were certain to take greater 
interest in its publication. The same year the pressmen were recommended to take 
the /nland Printer as a paper devoting much attention to their branch of the business. 
The organizer in his report of 1886 drew attention to the fact that the Craftsman as 
an official organ had proved most helpful in the successful organization of the local 
unions. In 1888 there was ordered to be published monthly, under the direction of 
the president and secretary-treasurer, an official circular to contain the official deci- 
sions of the president and board of directors, reports of auditing committees, monthly 
receipts and expenditures, official orders, charters granted and charters revoked, with 
the causes of revocation, lists of subordinate unions, names and addresses of officers 
and their places of meeting, the state of trade, scale of prices, etc. Five copies of 
the circular were to be sent to every union. This practically prepared the way for 
the adoption of an official journal devoted exclusively to the interests of the craft. 
The following year the 7yfographical Journal was created as a monthly paper, and 
as the official organ of the Internationa! Typographical Union of North America. It 
has been retained as such ever since. The Journal has proved such an excellent 
medium of communication between headquarters and the local unions, and so 
material a saving of expense to the parent body, that it was decided in 1890 to 
have the paper published semi-monthly. The paper at present has eight pages or 
more, 14x 10% inches in size, and is non-political and non-sectarian in character. It 
contains the substance of appeals and the president’s decisions thereon, reports of the 
auditing committees, the balancing of the monthly bank account, monthly receipts, 
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The passage by Congress of the International Copyright Bill 
may be accredited to the efforts of the Typographical Union. 
As early as 1858 a memorial was presented to Congress for the 
enactment of an international copyright law, and although the 
present law did not come into force until 1891 the printers were 
engaged continuously during the interval in seeking to bring 
about the enactment. In the forty-eighth and forty-ninth con- 
gresses international copyright bills were introduced, but in none 
of these was provision made that the type of books copyrighted 
in America should be set in this country. As this omission 
meant little gain to the printing craft here,its members made 
every effort to compass the defeat of the measures which were 
defective in that particular, and in this they were successful. 
The Chace Bill, introduced in the senate during the fiftieth con- 
gress, contained the desired provision, and received the indorse- 
ment of the International Typographical Union. It passed the 
senate, but was amended in the house of representatives in a 
manner objectionable to the printers. It was then laid over till 
the next session, and meanwhile the International Union con- 
demned the amendment and petitioned Congress for the passage 
of the bill as originally introduced. When the bill came up 
again at the following session it was strongly supported by one 
of the members from New York state, who was an ex-president 
of the Typographical Union. The Federation of Labor and the 
Knights of Labor also brought what influence they could to bear 
on behalf of the printers. The bill finally passed the house by a 
vote of 139 tog5. Seventy-eight of the members who voted for it 
represented cities in which there were typographical unions, and 
all of them had had previous communications on the subject with 
their constituents. In the senate little opposition was encoun- 
disbursements and arrearages, official orders, charters granted and suspended, lists of 
names and addresses of corresponding or financial secretaries of subordinate unions, 
the state of trade, notices of change in the scale of prices, advertisements of a char- 
acter pertaining to the craft, the names of all applicants for membership about whom 
information is desired as to previous good character, and other matters of interest and 


importance to the printing trade. Copies are furnished free to subordinate unions, 
and to members, or other persons, at the rate of twenty-five cents a year. 
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tered, and before the adjournment in March 1891 the bill had 
passed both houses. Thus it was that the printers secured all 
that they had desired. Since then every book copyrighted in 
the United States has been manufactured in the country, and 
this will continue as to subsequent editions during the term of 
the copyright, a period of from twenty-eight to forty years. The 
officers of the Typographical Union have since appointed a com- 
mittee whose sole duty it is to guard the integrity of the type- 
setting clause of the law as it-stands. 

The methods taken to secure the passage of this bill are illus- 
trative of the extent to which the International Typographical 
Union has found it expedient to enter politics. The policy of 
memorializing Congress on matters of interest to the trade has 
been one continuously pursued both by national and local bodies.* 

The introduction of type-setting machines into printing 
offices within the last decade has brought the ‘“‘art preservative” 
through a transition stage. Machines have now in most offices 
supplanted hand composition, and will probably supplant hand 
labor entirely, except in job work. When the Typographical 
Union realized that this change from hand composition to type- 

*As instances in point we have the efforts put forth to secure a government 
printing office, and so end the contract system of government printing; the petitions 
praying for the removal of the duty on paper, and on chemicals used in its manufac- 
ture — intended in 1863 as a blow to the paper combination which at that time had 
raised prices to a point that caused printers and publishers alike to suffer; similar 
petitions for the repeal of the paper duty in 1880; the memorials in favor of an eight- 
hour bill for government mechanics; the efforts to obtain further protection by the 
imposition of heavier duties on printed books imported ; the petitions to state legisla- 
tures for the repeal of the conspiracy laws; and a host of other petitions and memo- 
rials which appear almost annually. Of late years the plan of having regular com- 
mittees to do the “lobbying ” necessary marks a feature common to most of the large 
labor organizations. With a few possible exceptions, there are no traces in the records 
of the Typographical Union of any effort to influence the party color of the union as 
a whole. Political resolutions have been general in their nature. For example, in 
1884 resolutions were passed recommending printers to vote for such congressional 
candidates as were known to be friendly to the interests of American workingmen. 
Similar resolutions are common in all such organizations. Occasionally an attempt 
has been made to boycott a pronounced enemy of the union, but as a rule the mem- 
bers follow their own individual political convictions, and are little influenced by 
other forces. The insinuation of party politics into a union is almost certain to work dis- 
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setting by machinery was inevitable, it set to work to adapt itself 
to the new order with as little friction as possible. It endeavored, 
amongst other things, to preserve for the hand compositor a 
place at the machine. A large part of the history of typo- 
graphical unions, for the last ten years, is consequently one of 
adjustment to these new conditions. The matter has of neces- 
sity been dealt with in each locality by the subordinate union 
situate therein, and some of the local unions have shown by their 
action no small amount of enterprise, tact, and wisdom. The 
Boston union, for instance, had machines set up at its head- 
quarters, and members of the union were there taught to operate 
them successfully. | This example was followed by other unions. 
Wherever possible an effort has been made to secure for the 
union men the operating of the machine, and to prevent their 
exclusion by others hitherto not workers at the trade. 

A large number of men have inevitably been displaced by 
the introduction of these machines. The 7ypographical Journal 
of January 15, 1894, published in tabular form statistics bearing 
upon the displacement of labor which were collected by the 
editor from seventy American cities where machines had been 
introduced. From this table it appears that in those seventy 
cities 132 offices had introduced in all 999 machines. Before 
the use of the machines in these offices there were employed 
3461 regular journeymen and 1188 subjourneymen. After their 
introduction there were employed 2201 regulars and 412 sub- 
journeymen. The machines had thus displaced 1260 regulars and 
776 subjourneymen, a total of 2036, or 44 per cent. of the orig- 
inal employees. 

The adoption of a union label is a measure which the Typo- 
graphical Union, in common with many other organized trades, 
has not lost sight of in its own interest and that of unionism 
generally. The union label is apparently a small matter, but it 
is really one of significant importance; it is the imprimatur or 
“hall mark” of trade genuineness. The main purpose which it 
serves is to stamp all goods entitled to its use as having been 
manufactured by members of a trade union and in a shop where 
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trade-union regulations have been complied with. So far as 
possible union members and their friends, no matter to what trade 
or calling they belong, endeavor to use exclusively only such 
articles as bear thereon the recognized union label of the organ- 
ization or business concern which produces such articles. Sub- 
ordinate unions issue to their members cards impressed with the 
union stamp, and they are supposed to put forth every effort to 
have the merchants with whom they deal insist on having their 
printing done by union labor only. In many instances a union 
salesman has been known to sell a “‘labeled”’ article to the entire 
exclusion of oné quite as good, but made in a non-union shop. 
For this reason many employers have found it to their interest 
to engage only union men in order that they may gain the priv- 
ileges and benefits of the union label. 

There remains still to consider the “benefit”’ or “fraternity ’ 
side of the International Typographical Union. Strange as it may 
seem, this, the oldest national union, has been one of the last to 
adopt what has been often considered thc characteristic feature 
of trades unions. Its history in this respect would disprove the 
opinion, so often entertained, that unions are primarily benefit 
societies. Such is not the case, though the benefit features are 
becoming in many instances stronger and more distinctively 
marked every year. In the case of the Typographical Union 
they were introduced to promote the general objects of the 
organization, by offering special inducements to weaker mem- 
bers, but the organization was not instituted in order to confer 
“benefits” of that nature, though its existence has naturally 
tended towards that end. The secret of the adoption of the 
benefit features was concisely stated by the president of the 
Federation of Labor in 1890. ‘The interests of the men,” he 
said, ‘‘who have no inclination, ability, or time to clearly see 
the benefits and advantages of organization, should be made so 
inseparable from the union as to make it a direct loss to them to 
sever their connection with it.” And so it has been. The ben- 
efit features, though they have served higher ends, and promise 
to be of yet greater importance, were instituted originally in the 
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typographical and many other unions for the purpose of holding 
together the weaker elements of the organization. 

One of the first measures advocated, but one which was car- 
ried out with success only five years ago, was the establishment 
of a home for invalid, aged, and infirm union printers. It is 
known as “ The Childs-Drexel Home for Union Printers” and is 
under the jurisdiction of the International Typographical Union. 
The applicants gain admission through the subordinate unions 
when they have been members of these in good standing. 
Twenty per cent. of the per capita tax levied by the International 
Union is set apart for the maintenance of the home, and any 
member in good standing of any subordinate union, excepting 
feeders and bindery girls, who are not taxed for the home, is 
deemed a member of the International Typographical Union for 
the purposes of admission as an inmate. The institution is as yet 
in its tentative stage, and is little more than an experiment. The 
comparatively brief period of its foundation makes it difficult to 
determine what degree of success will ultimately attend this 
interesting undertaking. 

For the past eight years the printers have been regularly 
contributing towards a burial fund. On the death of a member 
in good standing in a subordinate union, an order is drawn on 
the International Union for the sum of sixty dollars, except in 
the case of feeders and bindery girls, when the draft is forty-five 
dollars, for the burial expenses of the deceased. The order must 
be honored promptly. Before this fund was created the death 
of a member was recognized only by the passage of resolutions 
of condolence, and sometimes by the attendance at the funeral 
in a body of the fellow workmen of the deceased. Occasionally, 
however, subordinate unions levied special assessments on their 
members for the attendant expenses, and not a few purchased 
burial lots. In times of special distress a fund was raised, and 
members of one union were often generously aided by those of 
several others. Since the burial fund has been established a 
careful record of the causes of death has been kept. It goes to 
show that about one-half of the total number of deaths per year 
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have been due to consumption and kindred diseases, to which 
printers are peculiarly exposed from the nature of their occupa- 
tion. 

Of the subordinate unions a large number, in addition to the 
benefits secured by the International Union, raise and disburse 
moneys for weekly sick benefits. The benefits range from $2.50 
to $10 a week for each sick member. Sums are also frequently 
raised in the way of charity to assist other unions in need. In 
a comparative statement made by the State Labor Bureau of 
Minnesota it is shown that the average charity contribution in 
one local typographical union (No. 42) fora single year was 
$3.28 per member. This, it seems, was equal to three-fourths of 
the $4.80 which is the total per capita gift reported by the Con- 
gregationalist denomination of the United States, in the year 
1891, for charities, education, and home and foreign missions. 
The sum total donated by the union referred to for charitable 
purposes in the particular year mentioned was $1123.55. 

The cost of collecting and disbursing the strike and charity 
funds and the insurance benefit fund of the printers is about 3 
per cent. of the totalsum. A comparison of this item of expend- 
iture with corresponding figures of the best conducted sick 
benefit associations of the world is very interesting. It can be 
shown that as a matter of fact this cost is but one-third of the 
expense ratio of the German sick benefit associations, which 
are continually pointed to and held up as models for imitation. 

The advantages which a trade union affords in teaching its 
members business methods and management, and in presenting 
opportunities cf self-culture and educational development along 
lines other than those of their trade alone, would be interesting 
to consider. Of no less interest would be a study of the influ- 
ence of unions on the moral character of their members, but 
these results, interesting as they might prove, are aside from the 
present consideration of methods actually pursued. 


W. L. Mackenzie KING. 
TORONTO. 
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THE NEW THEORIES OF ECONOMICS. 


SEVERAL criticisms of a work * that I have recently published 
have shown me that certain points of view from which the new 
economic theories can be considered have not been thoroughly 
understood. In this paper I propose to give a brief exposé of 
these theories. 

The present study is purely objective. It is not my intention 
to point out the part played by the various economists in the 
formulation of the new theories, nor have I attempted to separate 
the large amount of work done by my predecessors from my own 
modest contribution. If I sometimes speak in my own name, I do 
so merely to avoid placing the responsibility on other writers 
for errors I may have introduced into their theories. 

As a matter of fact, art has always preceded science. When 
in the course of the evolution of human knowledge art and 
science have drifted apart, critics have never been wanting who 
were ready to assert that science was productive of no useful 
results. Criticisms of this kind are largely founded on the fact 
that a science has not nearly so immediate a utility as the cog- 
nate art. It is also to be said that art cannot confine itself to its 
teaching function ; it must also demonstrate its persuasive power. 
Consequently art is obliged to make use of certain rhetorical 
devices with which science has nothing to do. As the most 
persuasive reasoning is not always the soundest, it happens that 
economic science often differs from economic art inthe means of 
expression employed. Science considers means of expression 
solely from the point of view of their power to disclose the 
truth, whereas art must primarily consider their efficiency as 
means of persuasion. From this it follows that economic sci- 
ence wiil not hesitate to use mathematics, philology, physiology, 
etc.; whereas art can draw upon these sciences to but a very 


* Cours d’économie politique; MLusanne, F. Rouge, 1896, 2 vols. 
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limited extent for fear of not being understood by the majority 
of those it undertakes to persuade. 

It is not my intention at this point to consider the general 
question of the utility of the pure sciences. In passing it may 
be said by way of illustration that any person who believes in 
the uselessness of the science of astronomy will act prudently in 
not reading a book the title of which shows that it treats of this 
subject. On the other hand, if he enjoys reading works on this 
science it would be foolish for him to stop at every page to 
express the wish that the author had written a more valuable 
work, é. g., a trade almanac. It is also to be thoroughly under- 
stood that a question may legitimately be entirely ignored or 
wholly put aside, but if it is considered at all it must be treated 
as fully as the resources of the science at the time permit. 

There can be no doubt that the exact and real sense of the 
famous phrase of Tacitus: Agri pro numero cultorum ab universis 
in vices occupantur, quos mox inter se secundum dignationem partiuntur 
. . . . has nothing to do with the present welfare of humanity. 
A statesman having in hand the passage of a law affecting the 
landed property of his country might therefore be justly con- 
demned were he to waste his time in trying to find out the mean- 
ing of this phrase. Any person who might have the time and 
curiosity to know exactly what had been the system of property 
among the Germans must needs read the principal authors who 
have studied this famous phrase of Tacitus. After having once 
taken up the task it would, however, be very annoying to be 
interrupted in one’s study by the remark of an intruder to this 
effect: ‘‘ You are wasting your time. You use too much Latin; 
you make a mistake in quoting Greek so often, for many cannot 
read that language. The ancient Germans and their land system 
are not in my line.” To the last remark I can only reply that if 
you are not interested in a certain line of work you would do 
better not to interfere but let those proceed without interruption 
who are interested in the particular subject and who will take 
the pains to investigate it in every way calculated to lead them 
to the truth. 
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To acquire wealth may be pleasanter than only to know the 
manner in which it is distributed. For my part, were I of the 
opinion that a certain book would contribute more than any 
other to establish free trade in the world at large I would not 
hesitate an instant to give myself up heart and soul to the study 
of this particular work, putting aside for the time all study of 
pure science. The man in whose power it might be to find out 
the means of alleviating the sufferings of the poor would have 
done a far greater deed than the one who contents himself solely 
with knowing the exact numbers of poor and wealthy people in 
society. However, if anyone wished to pursue such a line of 
study, he should be left at liberty to use such means as may 
enable him to discover the law according to which incomes 
vary. 

In speaking of a mathematical formula that gives an approx- 
imate expression of this law, Professor Charles Gide says that 
“the latter is endowed with no power, either of intimidating or 
discouraging any one of those who aspire to a greater equality 
of social conditions ;” which is equivalent to saying that astro- 
nomical studies will not have the power “of intimidating or dis- 
couraging”’ lovers in the choice of a star of their own. The 
investigator who is in search of the law of the distribution of 
wealth does not aim to encourage or dissuade anyone; he is 
simply intent on discovering the truth. This does not imply 
that some questions are not of greater importance from a 
strictly scientific view than others. Thus mechanics affords us 
the means of studying the movements of celestial bodies which 
attract each other according to a given law, but it is obvious 
that in this study special attention will center on the movements 
which take place in so far as bodies are subject to attraction 
under this law and that no time will be wasted in exhaustive 
study of other laws that have nothing to do with the matter in 
hand. 

Let us therefore put aside, once for all, discussions regarding 
the greater or less utility of science or its power of persuading 
anyone to choose for himself between alternatives, and let us 
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direct our attention solely to the laws governing certain phenom- 
ena. A reader who may have no interest in following a discus- 
sion on this line may as well discontinue his reading. Voltaire 
tells how Micromegas descended to earth and observed man- 
kind. Micromegas, before he could fully comprehend human 
actions, would have to perceive that a large class of activities 
aims at providing what is useful or pleasant, that another class of 
actions depends on the sentiment arising from the mutual attrac- 
tion between the sexes, and that there is a third class which 
does not aim directly at the enjoyments of sense. This third 
class of actions proceeds on certain sentiments called moral, 
religious, patriotic, etc. Micromegas, if he is to make progress 
in the study of this great number of actions going on before 
him, must soon see the necessity of classifying the activities and 
examining each class separately. This ordering of things is 
needful in every line of study. It would not do to blend the 
study of anatomy with that of chemistry. This does not in the 
least imply that the anatomist underrates chemistry, or vice 
versa; it only says that but one subject can be advantageously 
investigated at a time. 

Economic questions up to this time have too often been con- 
strued to coincide with questions of law. The time has now 
come to separate the two, just as in its time a separation was 
made between chemistry and physics. What are the economic 
results of strikes? This is a question distinct from the other 
question as to whether laborers have or have not the right to 
organize strikes. Nothing is gained, from a scientific point of 
view, in not separating these two very different questions. It 
must also be well understood that in dealing with a practical 
case both questions must be solved. Science proceeds by anal- 
ysis, whereas synthesis is required where practice is concerned. 

Propositions that. are exclusively scientific are of two kinds: 
(1) descriptive propositions, describing what has taken place— 
so monetary systems are described with reference to time and 
place; (2) hypothetical propositions, which search into what 
would have happened under given specific conditions—so, for 
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instance, what would happen if paper money were issued ina 
country accustomed to a circulation of gold. 

These two kinds of propositions fairly correspond to those 
which are in mechanics included under the two heads of actual 
and virtual movements. Given a system of material points, the 
problem is to find the actual movements of these points. This 
is a question following under the first head. Of the second 
kind would be the question as to what movements these points 
would describe on the basis of the relations actually existing 
between them. These latter movements, not realized in fact, 
but which might have taken place without violating the condi- 
tions assumed, are what are called virtual movements. 

In my opinion both political economy and social science 
have in view the study of two analogous kinds of movements. 
The first kind constitutes the doctrine of evolution; it is the 
class of movements to which social science has given the greater 
attention. This class of -movements is characteristic of the 
studies which bear the name “historical” in political economy. 
The second class of movements or questions is of interest as 
bearing on the problem what relation given specific facts bear 
to the welfare of humanity; in other words, what are the poten- 
tial movements conducive to the maximum welfare of humanity? 
In what relation do they stand to actual movements? These 


problems can be solved, if at all, through analysis and abstrac- 


tion. That is to say, an endeavor is to be made to isolate and 
study the principal phenomenon. Those who censure political 
economy for pursuing this method seem to be unaware of the 
fact that all sciences, without exception, must follow this 
method. Certain critics cry out apodictically against the new 
theories as being absurd because they attempt to state economic 
phenomena “in mathematical formulz.’’ But no such pretentious 


attempt has been made. To try to state economic phenomena in 
the shape of mathematical formule would be very much like the 
physicist trying to apply without modification his mathematical 
formula for the descent of falling bodies in a vacuum to the 
movement of a feather floating on the wind. These critics may 
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therefore be told that, far from aiming to express complex phe- 
nomena in a simple formula, economists broadly avow that they 
do not know and will never know the theory of any concrete 
phenomena in all its details. They are solely acquainted with 
ideal phenomena which make a continually closer approxima- 
tion to the concrete cases. Let us take a very simple example 
—the fall of a heavy body. The complete theory of its move- 
ment is unknown. Who, then, can give us the theory of the 
movement of a falling feather? If we simplify our problem by 
supposing a heavy body to be falling in a vacuum and attracted 
by the earth alone, we may infer the well-known theory of fall- 
ing bodies. We thereupon complicate the problem by intro- 
ducing the fact of the air’s resistance, and in this way arrive at 
theories approaching more and more closely to reality. 

Such are the considerations which lead to the method of 
successive approximations in political economy. In my Cours I 
have developed this theory more fully, and therefore shall only 
indicate its nature here. 

Rational mechanics gives us a first approximation to the 
theory of the equilibrium and of the movements of bodies. In 
the same way the theories of Jevons, Walras, Marshall, Irving 
Fisher, and others present us with a first approximation to the full 
theory of economic phenomena. It must be clearly understood 
that it is only an approximation; it is similar to that just made in 
the case of the heavy body supposed to fall ina vacuum. Pure 
economics has no better way of expressing the concrete eco- 
nomic phenomenon than rational mechanics has for representing 
the concrete mechanical one. It is at this point that there is a 
place for mathematics. The problem of pure economics bears 
a striking likeness to that of rational mechanics. Now, in point 
of empirical fact, men have as yet not succeeded in treating the 
latter problem without the aid of mathematics. It therefore 
appears quite legitimate to appeal also to mathematics for 
assistance in the solution of the economic problem. 

Many people think that the advantage arising from the use 
of mathematics consists in making demonstration more rigorous. 
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This is an error. A demonstration well constructed by the 
method of ordinary logic is just as rigorous as one made by the 
application of that other kind of logic which bears the name of 
mathematics. The advantage of mathematics lies chiefly in 
this, that it permits us to treat problems far more complicated 
than those generally solved by ordinary logic. Most economists 
insist upon the mutual dependence of different economic phe- 
nomena. But a purely verbal recognition of this fact is not all 
that can be done or all that is required. What we want is to 
determine, at least approximately, the relations existing between 
the economic phenomena under discussion and so obtain a clear 
conception of their interdependence. A system of equations 
similar to the one used in mechanics to represent the equilibrium 
and the movement of bodies is afforded by this method -of 
approximation. This representation is, no doubt, in this way 
approached in a rough way at best, and yet the approximation 
serves better than nothing. It is better to know that the earth 
is nearly round than to imagine that it is a flat surface. 
Professor Walras’ great contribution to economic discussion 
washis discovery of a general system of equations to express 
the economic equilibrium. I cannot, for my part, sufficiently 
admire this portion of his work, but I must add that I entirely 
disagree with him on what he has to say in his work entitled 
Etudes d’économie sociale. Professor Walras thinks it possible to 
draw certain economic deductions from metaphysical principles 
of jurisprudence. This opinion is worthy of respect, but I am 
unable to accept it. I am a believer in the efficiency of experi- 
mental methods to the exclusion of all others. For me there 
exist no valuable demonstrations except those that are based on 
facts. Foremost among the general problems to be solved by 
mathematics is the question of the determination or indetermin- 
ation of economic problems. It is well known that wherever 
the number of conditions (equations) is equal to the number of 
unknown quantities, a problem is easily solved. This simple con- 
sideration helps us instantly to understand why the so-called “laws: 
of maximum prices” contain a logical and formal impossibility. 
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I have endeavored to extend to dynamic questions the use of 
the equations given for the static equilibrium. The most accu- 
rate description possible of the economic phenomenon is to be 
reached in this way. Is it not a most remarkable fact that a 
system of equations should thus be able to express not only the 
general character of economic phenomena, but every single 
detail as far as we may have any knowledge of them. The entire 
body of economic theory is henceforth bound together in this way 
and knitted into an integral whole. If our equations are con- 
structed each for a homogeneous group, and several of these 
groups are considered, we get the theory of non-competing groups 
of Cairns and an effectively complete theory of international 
trade, together with an adequate scientific interpretation of the 
theory of comparative cost. By the use of these general form- 
ulas we find the coefficients of production. A consideration of 
their variability leads us up to a recognition of the function of 
the entrepreneurs and to the theory of different systems of pro- 
duction according as we postulate either free competition or 
monopoly ora socialistic régime. It is to be borne in mind that 
consumers are reckoning in terms of marginal utility or ‘“ ophel- 
imity,” while the entrepreneur is counting in terms of money. 
Some of the criticisms that I have seen might have been unneces- 
sary if account had been taken of this distinction. A consider- 
ation of the size of industrial enterprises leads us to recognize 
that there exists in general a definite maximum at which the 
expansion of enterprises stops under a régime of free competition, 
there being no advantage in increasing them beyond or leaving 
them short of what corresponds to this magnitude. Our general 
formula also directs our attention to the distribution of savings 
among the different uses to which they can be put. From a 
study of the degree of facility * with which savings can be turned 

*T am not at all satisfied with this way of presenting my idea; butto give it more 
precision, without entering into a lengthy explanation, would be quite impossible with- 
out making use of mathematical symbols. The desire to keep mathematical symbols 
out of the text explains why in my Cours the theory of rent appears in the notes. It 


was impossible to give it the desired rigorousness and preciseness without the employ- 
ment of mathematical symbols. 
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into different species of capital a rigorous theory of rent can 
be deduced. The general equations show us, besides, how the 
economic aggregate is thrown into vibration under the action of 
forces which stimulate it. The study of these vibrations leads 
to a theory of crises. When once the economic aggregate has 
in this way been already apprehended it is easy to understand 
that the divisions into which we break up the aggregate in 
studying separately exchange, production, and capitalization are 
quite arbitrary, although they may be useful helps in study. In 
reality these three operations are simultaneous. If this be so it 
becomes absolutely necessary to consider them again as a whole 
after having examined them in isolation—to make a synthesis 
after having analyzed the phenomena. This general conception 
of economic aggregate finds an analogy in the conception which 
an astronomer has of the solar system when he has apprehended 
the general equations of mechanics. 

It is to be borne in mind that, since any economic phenome- 
non requires time for its completion, the amount of goods under 
consideration in any given case is the quantity which is pro- 
duced and consumed in a given period of time. Besides this 
the use of capital could not be conceived apart from the time 
relation. Professor Irving Fisher has developed these consider- 
ations with much ability. 

The general equations of the economic equilibrium are 
obtained on the hypothesis of a decreasing marginal utility, and 
it therefore becomes necessary to ask whether these equations 
yield results which are borne out by experience. This, indeed, 
is the only adequate demonstration of the propositions that 
political economy claims as its own and makes the subject of its 
discussion. The first part of the argument is of use only as 
drawing the conclusions from certain hypotheses, and says noth- 
ing as to their validity as statements of concrete facts. To test 
their validity in this respect deductions must be compared with 
experience; (1) because this affords the definitive proof of the 
hypotheses already made, which until this test be made remain 
probable only —a priori; and (2) because it affords a means of 
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testing whether this means of presenting economic phenomena 
really exhibits the substantial bearing of the phenomena in 
question. 

So, for instance, experience teaches us in a general way that 
the quantity of goods demanded by consumers decreases with an 
increase in their price. Do or do not the general equations of 
the economic equilibrium lead us to this conclusion on theoret- 
ical grounds? If the question is answered in the affirmative the 
ground for accepting the general equations is strengthened, 
whilst if it is answered in the negative the general equations in 
question must be rejected. Many of the critics who have com- 
mented upon my Cours have not understood this to be the case ; 
they very erroneously imagined that when thus comparing my 
deductions with facts I intended thereby to prove the latter. 
But a fact cannot be demonstrated —it must be observed; it can 
then be used to test the validity of a deduction. Even the 
simplest and most elementary facts are to be made use of in 
making these verifications. From a failure to appreciate this 
rule of procedure critics have been led to make such reflections 
on my work as the following: 

“After a long deduction from a formula he states that the 
truthfulness of that which is deduced can be seen at once from 
simpler considerations. Such overfondness for mathematical 
machinery strengthens the impression that exists among many 
that this machinery is capable only of grinding out truisms.” 

Remarks of exactly similar tenor might be made upon the 
discussion of light-interference on the basis of the well-known 
equations of light-vibrations. But the theory of undulations 
does not and cannot demonstrate the phenomena of inter- 
ference; on the contrary it is on the ground of these phenom- 
ena that the theory is accepted. The general equations of the 
economic equilibrium are not of avail for demonstrating the law 
of supply and demand; on the contrary, the equations which 
represent the chief phenomena of supply and demand are proven 
by experience. There is no truism in all this. The accuracy 
and therefore the value of a calculating machine might well be 
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tested by an actual operation, ¢. g., multiplying 15 by 12 and 
comparing the product with the result obtained by the usual 
method. But this verification must not be considered a demon- 
stration, and it must not be said that an expensive and compli- 
cated machine has been constructed for the sole purpose of 
multiplying 15 by 12. Another writer, Mr. H. L. Moore, 
repeats the foregoing objection’ in nearly the same words. He 
says: ‘After making the complex development, he points out 
that substantially the same results might be obtained without 
the use of differential calculus. Professor Pareto cannot expect 
to reconcile his non-mathematical reader with this method of 
confusing him by telling him (§ 56) that if he does not 
understand the mathematical explanations he will have all the 
advantage in learning the language in which they are given!” 
Mr. Moore would convey the impression to his readers that the 
observation he quotes concerns this truism; but this is not the 
case. My observation concern ¢hose results that cannot be 
reached otherwise, while the inference which can be made 
“without the use of differential calculus” is a simple verification. 
Similar verifications are to be found in any treatise upon 
mechanics , but that such may be the case Mr. Moore does not 
seem to realize. If the rebuke administered by this acute critic 
js merited in the case just cited, it is also merited in numerous 
other cases' which seem to have escaped him, for the instances 
of such resort to verification in my Cours are numerous. Now it 
is precisely because the general formula of economic equilibrium 
cover a large number of economic questions which can be dem- 
onstrated in other ways, often very simple, that we take these 
formule to represent this whole range of the economic phe- 
nomena.’ 


* Annals of the American Academy, May 1897. 

?The same critic says: “A curious slip for a mathematic economist is made in the 
discussion of population, a slip that parallels the error of Malthus.” To substantiate 
this he isolates a phrase which he finds in the text— where there are no mathematics 
—and gives it to the reader under the impression that to prove that the progress of 
wealth in England has not followed the law laid down by Malthus I furnish but this 
single ground of inference, viz., that between two given epochs the growth of wealth 
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For a like reason J have used every occasion to verify my 
theoretical deductions by statistics and history on this subject ; 
J. S. Mill’s work on logic contains several pages which it might 
be worth the while for some of our critics to reread. 

In the early stages of every science there is apt to be a good 
deal of reasoning about terms rather than about the things 
themselves. This method of procedure, however, is not entirely 
erroneous. Words are often the depositories of the experience 
of men, and so long as a new-born science has not succeeded in 
accumulating for itself a sufficient aggregate of direct experi- 
ence it may find it advantageous to have recourse to the com- 
mon fund of experience more or less vaguely represented by 
words. There comes a time, however, in the development of 
science at which the fund formed by direct experience becomes 
sufficient and at which the disadvantages attached to the vague- 
ness of experience, such as is given us by everyday words, out- 
weighs the advantages to be derived from them. This is pre- 
cisely the state of affairs in political economy. I believe this 


has been more rapid than that of population. He then argues at length to show that 
one can always make out an arithmetical progression in such form that its terms, 
within given limits, will be greater than those of a given geometrical progression. 
Without giving in detail “the complex development ” of my critic’s argument, it may 
be characterized as equivalent to the proposition that it is always possible to show 
that within given limits the ordinates of a straight line will be larger than those 
of a given curve. The reader who may not be satisfied with Mr. Moore’s assertion on 
this point, and who may be willing to take the trouble to verify the case by reference 
to my Cours, will find (Vol. I, page 341) the following expression for the gross income 


in England: 
R = 346.30 X 100.0rr04t 


The following words, which explain the phrase isolated by Mr. Moore, should 
also be read: “On voit que la raison de la progression est beaucoup plus rapide que 
celle qui a été trouvée (211') pour l’augmentation de la population. C’est ce qui 
explique comment la richesse par téte d’habitant a augmenté considerablement.” 

According'y, in the text I have observed that in England wealth has grown more 
rapidly than population, and in the notes I have furnished the precise expression for 
the geometrical progression which has been followed by the growth of wealth. Is it 
not “a curious slip” for a critic not to have seen this? The reason why the explana- 
tion has to be sought for in the notes is simply this,—it could not be given without 
the use of mathematics and I desired to keep mathematics out of the text. In con- 
clusion it may be said that it should not be deemed unnecessary to read the book one 
attempts to criticise. 
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science would gain a great advantage by developing a terminol- 
ogy of its own, just as chemistry, physics, and anatomy have 
done. But in this transition period many persons judge of 
works which are written according to the new methods as if 
they had been written according to the principles which have 
prevailed in the past. As a consequence, criticisms which I 
consider of absolutely no value have been made upon the ter- 
minology which I have chosen to employ in my Cours. For 
instance, it has seemed to me to be convenient to adopt Profes- 
sor Walras’ definition of capital; I have not, however, deduced 
any conclusions from it. If anyone should prefer a differ- 
ent definition, there would be no objection to his using it, and 
he would obtain the same results as | have if he reasoned 
exclusively about things and not about words alone. I should 
even venture so far as to say that I could rewrite the whole of 
my Cours, and obtain the same results, without even mentioning 
the term “capital,” if it were worth the while to attempt the 
feat. In fact, the base of calculations as regards production 
is the budget of the producer. Here is a person who owned a 
ship which cost him £2000 on the first of January 1895 ; its 
value decreased to £1800 by the first of January 1896. Dur- 
ing the year 1895 the person in question expended £1000 and 
received for the hire of his vessel £4100. These facts 
must be gathered from his budget, whatever be the form in 
which it appears. The equations of production in reality only 
formulate facts of a similar character. But among the various 
forms which a balance sheet can assume, there is one which is 
particularly suitable for use in certain theoretical deductions. 
Let us suppose that we are putting down the figures of our bal- 
ance sheet and that we put the vessel down for £2000, the 
value it had on the first of January 1895. As the ship is now 
worth only £1800 we are obliged to charge the sum of £200 to 
expenses so as not to violate the form of the budget. Now, 
since we know that the vessel has the same value on the first of 
January 1895 as on the first of January of the following year, 
we may just as well eliminate it altogether from the balance. 
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The vessel figures in our business only because it has rendered 
us a certain amount of ‘‘services”’ during the year 1895. 

The method of bookkeeping we used for the vessel may be 
used in the case of many other things. As it is convenient to 
designate these things by a name, let us call them “ capitals.” 
And let us refrain from thinking that in giving them a name we 
change their nature, and let us at all events not waste our time 
in discussing the name to be given them. If anyone prefers a 
different name from the one we have selected, he is free to 
adopt it. If it should be found convenient to state the 
budget in some other form than that adopted, we need not 
hesitate to do so, as the results will doubtless be the same. The 
very same thing can be considered as capital or not as capital, 
according to our way of looking at it when we draw up the bal- 
ance sheet of production. To be capital is not to possess an 
objective quality analogous to specific weight, chemical consti- 
tution, etc.; it is a characteristic which depends upon the way 
we use a thing in the process of production. 

Another perfectly valueless discussion is the one on the 
question as to whether it is preferable to use the term “ factors 
of production” or the term “coefficients of industry.” Let us 
suppose that four hectares are needed to produce eighty hectoli- 
tres of corn. These four hectares are called ‘factors of produc- 
tion” of the corn. Professor Walras takes as a premise in his 
discussion the quantity of ground needed to give a unit of prod- 
uce. Inthe case assumed four-eightieths or one-twentieth of 
a hectare is required to raise one hectolitre of corn. Professor 
Walras gives to this one-twentieth of a hectare the name “ coeffi- 
cient of industry.” Now, does it not amount to the same thing 
to say that four hectares of ground yield eighty hectolitres of 
corn, or that the one-twentieth part of a hectare yields one 
hectolitre of corn? One must be overfond of disputing about 
words, to let oneself drift into endless discussions as to the best 
term for presenting any given fact. We might mention a great 
many other discussions of the same character—all similarly 
wanting in simple common sense. But I prefer to drop this 
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subject and to pass on to the consideration of more serious 
questions. 

The presentation of the economic phenomenon in its entirety 
affords a clear comprehension of the effects of all conceivable 
economic organizations concerned ; but it must be borne in mind 
that this knowledge will always remain approximate only. Science 
does not attempt to establish any particular method of economic 
organization, and it is not the business of science to do so. 
Science does, however, attempt to solve problems of the follow- 
ing kind: (1) What are the effects of a régime of free compe- 
tition? (2) What are those of a régime of monopoly? (3) 
Those of a collectivist régime? All these questions must, of 
course, be treated, not from a polemical point of view, but solely 
for the purpose of ascertaining what results would follow upon 
their installation. It is especially necessary for us to discover 
what relation these results bear to the aggregate well being of 
humanity; and to do this not only a first approximation, but a 
second and a third,and perhaps even more, must be made, because 
the later approximations take account of secondary facts which 
are easily neglected in the earlier ones. The régimes compared 
may appear to yield identical results if only a first approxima- 
tion be undertaken, and may differ materially in their results 
when reconsidered for the purpose of a second approximation. 

By following this line we have been able vigorously to prove 
that the coefficients of production are determined by the entre- 
preneurs in a régime of free competition precisely in the same 
way as a socialist government would have to fix them if it 
wanted to realize a maximum of ophelimity for its subjects. 
This proposition is one of the main points of the so-called clas- 
sical political economy ; but it was necessary to give this prop- 
osition precision, in order to see clearly the limits within which 
it holds true and what conditions it assumes as given. This 
was also necessary in order to obtain a general proposition 
showing that every indirect transfer of wealth from one individ- 
ual to another is accompanied by a loss of wealth. As a result 
of this it appears that if a socialist government is to obtain a max- 
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imum of well being for its subjects it must modify the distribu- 
tion of wealth only in a direct way —say by taxing some people 
for the benefit of others, or by some similar means. A second 
approximation will take account of the expense of putting the 
mechanism of free competition into full play, and will compare 
this expense with that necessary for establishing some other new 
mechanism which society may wish to test. This is the way 
in which an engineer would first compare two systems of 
machinery from a theoretic point of view, keeping to the prin- 
ciples of thermodynamics for steam engines; then he would 
make tests of friction, loss of steam power, etc., in each system. 

This method of approaching the subject differs substan- 
tially from that adopted by a large class of economists, who, 
after giving in their adhesion to a system, put forth all their 
power in showing its advantages and in defending it against all 
attacks to which it may be exposed. I once more repeat that | 
am far from condemning such economists, for I regard their 
work as one of great utility. This being the situation, I have 
no desire to offer a substitute for their work, but simply to add 
to it a purely scientific study. All the conclusions to which 
deductive studies founded on the general equations of the eco- 
nomic equilibrium can lead us must finally be verified by a care- 
ful scrutiny of facts, both present and past—that is to say, by 
statistics, by close observation, and by the evidence of history. 
This is the method of all the material sciences. Deductive studies 
in political economy must not be opposed to the inductive ; these 
two lines of work should, on the contrary, supplement each 
other, and neither should be neglected. 

The incidence of duties is a special case of such alterations 
as the economic equilibrium undergoes when certain of its con- 
ditions are modified. The new theories give us an exact idea of 
the nature of the incidence of duties. In order to ascertain this 
with exactness we must have at hand the numerical data bearing 
on this incidence; but statistics have not as yet supplied them. 
This delays the practical application. A great advance toward 
the solution of the problem has been made, however, when the 
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method has been found by which the problem is to be solved. 
So, for instance, if we wish to know the area of a rectangle two 
things are required—(1) the knowledge that the area is to be 
obtained by multiplying the width by the length and (2) the 
exact measurements of the width and the length. . Geometry 
gives us only the former item. 

The laws of the distribution of wealth evidently depend on 
the nature of man and on the economic organization of society. 
We might derive these laws by deductive reasoning, taking as a 
starting point the data of the nature of man and of the economic 
organization of society. Will this work sometime be com- 
pleted? I cannot say; but at present it is certain that we lack 
sufficient data for undertaking it. At present the phenomena 
must be considered synthetically, and every endeavor must be 
made to discover if the distribution of wealth presents any uni- 
formity at all. Fortunately the figures representing the distri- 
bution of wealth group themselves according to a very simple 
law, which I have been enabled to deduce from unquestioned 
statistical data.‘ This law being empirical, it may not always 
remain true, especially not for all mankind. At present, how- 
ever, the statistics which we have present no exceptions to the 
law ; it may therefore provisionally be accepted as universal. But 
exceptions may be found, and I should not be greatly surprised 
if some day a well-authenticated exception were discovered. 

Meanwhile, this law as it stands has most important theoret- 
ical results, and these resulting formula may be employed with- 
out limitations of time and place, provided the law be verified 
by statistics. 


* This law is as follows: M= cre . In which JW represents the number of 


individuals having an income greater than x or 4; 4 is a constant which for aggregate 
incomes is in general zero, or very near it; @ is another constant whose value lies 
between 1 and 2. The law applies only to incomes a little above the minimum. The 
form of the curve in the immediate neighborhood of this minimum income is still 
undetermined, for statistics do not furnish us sufficient information for its determina- 
tion. Since the publication of my Cours I have examined many new statistical data, 
and they all verify the law which I had there formulated. The results of my later 
investigations have been published in the Giornale degli Economisti (Rome). 
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Mathematics is employed in connection with this law, but in 
a totally different way from that in which has been utilized in the 
analytical studies considered at the outset. In those studies the 
complexity of the phenomena compelled us to make use of 
mathematics; in the case we have just been considering they 
present us under the forms of a simple curve the entire sum of 
results supplied by statistics. But in the one case, as in the 
other, those who are not well at home in the use of mathematics 
can nevertheless master the results gained through their use. 
In my Cours it has been possible to throw the mathematical 
parts into footnotes, and the text can thus be read without hin- 
drance by persons who have no knowledge of mathematics. 

This law of the distribution of wealth, which has so lately 
been discovered, may some day be of use in the study of the 
different races of men in this respect." The application of the 
law is certainly conditioned by the heterogeneity of the popula- 
tion. It does not in any way prejudice other theories of the 
distribution of wealth, for the law is merely the synthesis of 
numberless statistical facts. It can be compared in some 
respects to Kepler’s law in astronomy; we still lack a theory 
that may make this law of distribution rational in the way in 
which the theory of universal gravitation has made Kepler’s law 


rational. 
VILFREDO PARETO. 


UNIVERSITY OF LAUSANNE. 


* Mr. Carlos C. Closson has made an important contribution to this line of study 
in this JOURNAL for September 1896. 
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NOTES. 


EntTuusiasts who hope for concessions from Great Britain in order 
to further an international bimetallic agreement would do well to con- 
sider whether there is any real ground to hope for even the opening of 
the Indian mints. In the first place, since the closing of the mints, 
the rupee has been maintained at a higher value than the value of the 
silver it contains (although not as high as the legal rate of 16d.). At 
present the fluctuations in exchange are not so extreme, and, therefore, 
not so productive of uncertainty in the budget as they were before June 
26, 1893. To open the Indian mints without practically absolute cer- 
tainty of the future control over the world-price of silver would be to 
give up a present advantage for a future uncertainty. Unless the pro- 
moters of an international agreement can promise more than is likely 
to be believed, it is quite unlikely that the gains already accrued from 
the closing of the Indian mints will be sacrificed. The comparison 
between the rates of exchange on India (payable in India in rupees) 
and the price of the silver contents of a rupee is striking and suggestive. 
The rupee is now a token coin, circulating at a nominal value far above 
the value of its contents as bullion. Opening the mints would at once 
lower the value of the coined rupee (and the rate of exchange) to the 
value of the silver it contains; just as free coinage in the United 
States, or France, would bring the dollar, or the five-franc piece, to the 
worth of the bullion in each coin. The fluctuations of exchange are 
now on a higher level than those of silver; and opening the mints 
would bring a new disturbance. And as a compensation there is only 
the remote contingency that possibly enough states might unite to con- 
trol the world-value of silver. Conservative statesmen are not likely 
to rise to this fly. 


As MARKING the beginning of profound changes in American con- 
stitutions, the legislation concerning the referendum and initiative in 
Nebraska and South Dakota the past year is important. In Nebraska 
the law enables the voters of cities by special election to adopt the 
referendum, provided a two-thirds majority is recorded in its favor. 
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When thus adopted by a city, all future ordinances passed by the coun- 
cil shall not go into effect for thirty days, and in the meantime, on 
petition of 5 per cent. of the voters, any ordinance must be submitted 
to the people, and receive the approval of a majority of the votes, in 
order to give it legal effect. Exceptions are made for public peace, 
health, and current expenditures. Also 15 per cent. of the voters may 
petition for a proposed ordinance, and 20 per cent. of the voters may 
compel the mayor and council to submit such ordinance to a popular 
vote. 

In South Dakota a joint resolution has been adopted submitting a 
constitutional amendment to the people of the state providing for the 
referendum and initiative for both the state and municipalities. The 
amendment is on Section 1, Article III of the constitution, and runs as 
follows : 

The legislative power of the state shall be vested in a legislature, which 
shall consist in a senate and house of representatives, except that the people 
expressly reserve to themselves the right to propose measures, which measures 
the legislature shall enact and submit to a vote of the electors of the state, 
and also the right to require that any laws which the legislature may have 
enacted shall be submitted to a vote of the electors of the state before going 
into effect (except such laws as may be necessary for the immediate preserva- 
tion of the public peace, health, or safety, support of the state government 
and its existing public institutions). 

Provided, that not more than 5 pet cent. of the qualified electors of the 
state shall be required to invoke either the initiative or the referendum. 

This section shall not be construed so as to deprive the legislature or 
any member thereof of the right to propose any measure. The veto power of 
the executive shall not be exercised as to measures referred to a vote of the 
people. ‘This section shall apply to municipalities. The enacting clause of 
all laws approved by vote of the electors of the state shall be: “ Be it enacted 
by the people of South Dakota.” The legislature shall make suitable pro- 
visions for carrying into effect the provisions of this section. 


In both cases it will be seen that the proposed referendum is 
optional (facultatif), and not obligatory (obligatoire), and that the 
initiative, which in Switzerland came much later than the referendum, 
is here brought along with the first draft of the referendum. In the 
South Dakota amendment, however, it is not expressly provided that 
the legislature or council shall not amend an initiative measure before 
submitting it to the voters, a provision quite necessary to give the 
initiative effect. This provision exists in the Nebraska law, but requires 
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20 per cent. of the voters, instead of 5 per cent. as in South Dakota, to 
enforce it. In the form proposed in these two states the referendum 
and initiative cannot be looked upon as a measure for securing new 


legislation. It is practically only a popular veto instead of an execu- - 


tive veto on the legislature and councils. At this point, however, it 
will undoubtedly prove a specific for the most dangerous evil of our 
representative system, the corruption of aldermen and legislators by 
large and unscrupulous moneyed interests, as well as the “strikes” 
upon corporations by “sandbagging” lawmakers. No other legisla- 
tion of importance can receive candid popular consideration until the 
influence of corrupt money is obliterated from the electoral machinery ; 
and, if the experience of Switzerland is a guide, the referendum will 
thoroughly accomplish this result. J. R. Commons. 


THE AUSTRIAN POSTAL SAVINGS- BANK. 


In view of the proposals for the establishment of a postal savings- 
bank, it is interesting to note the recent increase in the extent of the 
operations of the Austro-Hungarian Postsparkassenamt, which has now 
been in successful operation since 1883, and its influence in extending 
the use of credit devices. According to the latest report of the insti- 
tution, there are now nearly 31,000 check-book holders; and their 
transfers by check during the year 1896 amounted to 3310 million 
florins as against 2970 millions in 1895. The average number of 
checks drawn by each person was 476, of an average value of 103.1 fl., 
as against 466 checks averaging 100.8 fl. in 1895. This shows an 
extension of business highly gratifying when the unfamiliarity of the 
population with the use of credit instruments, and its disinclination to 
the new form of payment, are considered. This is especially the case 
when it is recalled that of the depositors (not all of whom are check- 
book holders) a large proportion are ordinary hand workers and the 
like. 

As is well known, the Austrian Postsparkassenamt performs its own 
clearings, refusing to join with the banks of the Saldirungsverein. Its 
clearing house is thus an entirely independent institution. According 
to the document already cited,’ no less than 22,918 persons, or 74.3 
per cent. of the total number of check-book holders, were in 1896 mem- 
bers of the clearing house ; this being an advance of about 1o per cent. 

* Dreizehnter Rechenschafts-Bericht des k. k. Postparkassenamts fiir das Jahr 1896. 
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over the number of members enrolled in 1895. The aggregate clear- 
ings are thus considerable in amount. 

The experience of the Austrian Postsparkassenamt is the better 
worth noting on account of the approval the institution is meeting in 
other continental countries, as has recently been shown by the proposi- 
tion brought up in the Belgian chambers for the establishment of a 
similar organization in Belgium.‘ The efficiency of the Postsparkas- 
senamt in relieving banks of the smaller depositors, and in meeting 
the wants of this class more fully, is noteworthy. An even more impor- 
tant part of its work is the employment of large aggregates of capital 
which might otherwise be wasted, or at least hoarded in small sums ; 
and the extension of the use of credit instruments in place of cash 


among classes formerly unaccustomed to them. 
H. PARKER WILLIs. 


THE REAL COST OF TARIFF. 
I, 


PopuLaR opinion conceives of political economy as the science of 
tariff regulations. Students entering upon the subject commonly look 
for an involved campaign of check and countercheck upon the theo- 
retical justification of protective duties. The space devoted to the 
question in scientific treatises and the importance attached to it in 
school and college courses, together with the fame acquired by a con- 
siderable number of economists mostly or solely by association with this 
question, all concur in support of the popular impression. Political 
economy, however, is vastly more than this, and much of it of vastly 
greater importance. Outside the scope of economic discussion the 
tariff may be of transcendent importance—and indeed is so—but 
purely as a question of social wealth and of commercial profit and loss, 
the question must rank as one more case of much smoke and small fire 
—a large cry for a little wool. 

It is believed that a little examination of statistics will suffice to 
make this clear. First, however, a few general principles, approaching 
almost to axioms, require statement. The productive activities of men 
are directed toward consumption. Wealth is ultimately useful only 
as it is consumed in the satisfaction of human needs and desires. 


* See for text Annales de 1’ Institut des sciences sociales, pp. 229 et seg. 
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Income in any form, whether from capital, land, or labor, is not 
important as an abstraction, or as a ratio, or as any sum of dollars or 
counters, but only as finally translatable into goods and wares for 
consumption. What men get to eat and wear and consume and use 
makes up the sum of their economic well-being and the total of their. 
industrial rewards as toilers and producers. Wages, rent, interest and 
profits must all be finally paid out of product—that is, out of the 
wealth which society produces. What men get to consume is the 
reward of their getting. ) 

Consumption is therefore the derivative of production, waits upon 
it, and is strictly limited by it. Men produce that they may consume. 
Desires are doubtless the motive force behind production, but never 
the measure either of production or of consumption. For civilized men 
there is no danger of satiety. Want and privation are possible enough 
now—even common; but no one in his own estimate ever has too 
much. Set over against our accomplishment, our desires are practi- 
cally limitless.) Consumption, therefore, adapts iiself to product. 
Hunger never filled even one bin with grain otherwise than as it served 
as the spur to higher productive effort. High standards of comfort 
are the result and not the cause of high productive power. (1 Neither 
nations nor individuals can get high returns upon capital— interest — 
or high rewards for effort— wages — unless as the result and correla- 
tive of high production. | 

Bearing in mind that capital is merely reserved product — an indi- 
rect application of human effort to productive processes — the aggre- 
gate product may be regarded as a dividend, and the number of bread- 
winners as a divisor; the quotient is average consumption. 

_The sum of wealth produced in any society is a question of two 
terms——on the onehand, the character and capacity of the members of 
the society, on the other hand, the nature and advantages of the envi- 
ronment. Either a poor farmer or a poor farm must explain a scanty 
crop. Crusoe lived in comfort or in privation in part as a question of 
Crusoe, in part as a question of his island. Good opportunity and 
well-directed activity furnish all the elements of prosperity whether for 
farm or for continent. Political economy is therefore primarily a study 
of the interrelations of man and environment. (Nations are poor or 
prosperous as the outcome of national capacity applied to the national 
habitat.) Regarding man as actor and environment as opportunity, all 
product is the reward of effort; directly as labor or indirectly as capi- 
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tal the aggregate product and the wage quotient as well trace back 
for explanation to these two primary terms. 

Keeping these conclusions in view, an analysis of economic condi- 
tions in any part of the world becomes a relatively simple matter. 
Examination must be made of national characteristics in skill, strength, 
and intelligence, or of environment in climate, fertility, mineral 
wealth, and the like. If wages are low in India it is either that the 
East Indian is unintelligent, or lazy, or in some way an ineffective 
producer, or that India is an ungracious land of flood and sand and 
drouth. There must be little to eat where little is grown. An oyer- 
_ populated land is agriculturally an inadequate land. A nation which 
cannot or will not accept the labor-saving devices of modern mechanics 
and the wealth-producing miracles of modern chemistry, must suffer 
from want and must accept privation as its standard of living. If the 
Chinese receive low average wages, this is to be interpreted as low 
productiveness of their labor. The explanation must be sought in the 
qualities of Chinamen as producers, or in their numbers in view of the 
acres of opportunity at their disposal. So England will have better 
wages than France as long as English workingmen retain their advan- 
tages in vigor and progressiveness, and can apply these to the best 
iron and coal fields of the Old World. France will prosper as against 
Germany while the French preserve their relative ability and their 
artistic superiority, or while France retains, as against the North Sea 
climate and mountains and sand plains of Germany, the hill slopes for 
its vineyards, the fertile soil of its lowlands, and the many-sided 
variety of its almost ideal climate. 

To ask what effect a system of protective tariffs may have upon the 
aggregate productiveness of labor is almost to answer the question in 
the asking. Laws are not commonly effective to modify temperature, 
winds, or rainfall, or greatly to change the fertility of the soil.) As 
statutes can add no cubit’s breadth to the land, they can make no 
important addition to man in stature or strength or intelligence. 
The factors in production remain exactly what they were before. (The 
only effect for good or ill results from the compulsory readjustment 
of the uses which men make of their environmentjand from the possible 
change of direction brought about in the application of their labor. 
Does protection compel men to work at greater or at less advantage ? 
In what measure and in what direction is their productive activity 
modified ?) How many men work where they would otherwise not 
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work? Does this affect the national dividend in the direction of loss 
or in the direction of gain? (So far as the tariff question is one of 
aggregate product this covers the entire controversy, unless it can be 
established that under some one system a smaller proportion of non- 
employment of labor is probable than under competing systems) But 
evidence is entirely lacking that protected countries like France, Ger- 
many, and the United States differ materially in this regard from free- 
trade countries like Belgium or England. No great advantage can be 
claimed in this respect for either side; in truth periods of industrial 
depression occur from causes mostly or entirely unconnected with sys- 
tems of trade restrictions. 

It is substantially by this test of maximum product that free traders 
are disposed to condemn the protective system.) It is asserted, and it 
is true, that all trade restrictions amount to an interference with pro- 
duction ; effort is compelled to direct itself into lines of relatively low 
effectiveness; a waste of national energies results. ‘That wages are 
high in America is shown to be the necessary correlative of high per- 
capita productiveness. } Whenever any employer is unable to pay the 
ruling rate of wages ‘out of the market value of his product it is 
thereby demonstrated that his industry makes wasteful a ation of 
the productive energies employed in it. ( To preserve oat diré cting 
into it or retaining in it the labor which could be elsewhere more pro- 
ductively employed, must take place at the expense of the social 
product) and at a necessary diminution of essential wages. The 
economic interests of society require that all productive energies be 
applied at their maximum of effectiveness. 

What the -tariff costs in waste of productive power can then be 
determined only by an examination of statistics. Data along this line, 
sufficiently definite and sufficiently exhaustive to justify accurate con- 
clusions, are difficult to obtain. Something, however, may be accom- 
plished with material easily at hand. ) 


Il. 


_ The protected industries of chief importance are the manufactures 
of wool, cotton, silk and iron. Intimately associated with the textile 
manufactures are the industries of felt and dyeing. Fuel mining must 
be considered in connection with iron. If protection, as applied to 
these industries, can be shown to be of inconsiderable effect upon the 
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aggregate production of wealth, investigation into other lines of pro- 
duction may be assumed to be unnecessary. 

' Wool.-—According to the census of 1890 there were engaged in 
the manufacture of woolens—including felts and carpets— 219,132 
employees, with a market product of the value of 306 million dollars. 
We imported during that ‘year 40 million dollars in value of cloths and 
dress goods, while our domestic production of these latter aggregated 
128 million dollars. Bearing in mind that the coarser grades of 
woolen cloth can be produced here as cheaply as abroad, if at the same 
time the necessary foreign wools are admitted free of duty, and bear- 
ing in mind on the other hand that our carpets and some other minor 
products would in part be made abroad under free trade, we shall 
probably be safe in estimating the effect of free trade as amounting to 
the destruction of the entire domestic cloth and dress-goods produc- 
tion— 128 million dollars. That is to say, free trade would involve a 
change of employment for 43% of our 219,000 woolen operatives, or 
100,000 laborers. | 

Cotton.—It is well known that our cotton industries have been for 
some time practically independent of protection, and have indeed been 
in a considerable measure exporters. In cases of this sort it is evident 
that free traders can have no great objection to protective restrictions. 
Where the mills would run without the duty there is no waste of energy 
in their existence with the duty. Only in the measure that mills would 
close under free competition is there waste in their existence as the 
result of tariff. To show that an industry does not require protection 
is to cancel the importance of the whole discussion as to that industry. 
In fine and fancy grades of cotton we are, however, at a disadvantage, 
as is indicated by 29 million dollars of imports, mostly of knit goods, 
laces and edgings. Our product in these fine and fancy lines is valued 
at 12.5 million dollars, or 6% per cent. of our total cotton manufacture. 
It is fair to assume that the operatives employed in these finer fabrics 
would be discharged. The total of operatives in the cotton industry is 
221,585. Approximately six and one-third per cent. would under free 
trade seek new employments, or 14,000 laborers. 

Si/k.—Silk operatives number 50,913. Let us assume the entire 
destruction of this industry — 50,913 laborers. 

Dyeing and finishing —In the dyeing and finishing trades there 
are 20,267 employees. This industry would be expected to suffer in 
the measure that suffering was imposed upon wool, cotton, and silk, 
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one-third of the employees in which are held in their present occupa- 
tion by the tariff. Assume, however, that one-half the dyers and 
finishers would be discharged — 10,134 laborers. 
tron and fuel——The industries of iron, steel, and fuel are more 

difficult of treatment, and our estimates necessarily afford a broader 
margin of question. There are, however, sufficient facts to guide us. 
In 1890 out of 53% millions of imports only 4% millions were in the 
form of ore, pigs or scrap. With iron products freight is extremely 
important. Only the furnaces and foundries near the seaboard can 
make great use of foreign ore or foreign fuel. For the interior mines 
freights alone afford an effective protection. In 188g our entire prod- 
uct of ore was 14.5 million tons. Of this 

Michigau produced - 40.34 per cent. 

Alabama - 10.82 

Pennsylvania - 10.75 

New York - - - 8.59 


If now we assume that all mining industries but those of Michigan, 
Minnesota, Wisconsin, and Alabama would close with the removal of 
the tariff, our estimate will probably be conservative for present pur- 
poses. The number of employees in iron mining is 38,227. We 


compute that 45 per cent. of these would be discharged — 18,000 
laborers. Applying the same percentages to the operatives in smelt- 
ing (34,500) we have 15,500. We must also compute that one-half the 
expense of smelting and one-fifth the expense of mining are questions 
of fuel. We shall here allow for a change in the employment of 
15,000 fuel miners. ‘This is necessarily a rough estimate erring con- 
siderably toward overstatement. According to the last census the iron 
and steel industries employed in the aggregate 175,506 wage-earners. 
Our estimates have already allowed for 35,000 of these in smelting. 
Now, to cover all possible errors, with a liberal margin, let it be 
assumed that of the remaining laborers 100,000 are dependent for their 
present manner of employment upon protection — 100,000 laborers. 
We compute; then, the total number of cases of artificial diversion 

of labor energy in the selected industries at : 

Wool, - - - - - - 100,000 

Cotton, 14,000 

Silk, - - - - 50,913 

Dyeing and finishing, 10,134 

Iron mining, - - 18,000 
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Smelting, - - - - 15,500 

Fuel mining, - - : - - - - - 15,000 

Iron and steel industries and general allowance, - 100,000 
323,547 / 


(We have now to determine what proportion of the productive power 
of these 324,000 producers goes to waste by reason of their employ- 
ment in industries of relatively low productive capacity.) Here, again, 
we are reduced to the necessity of resorting to an estimate. But it is 
to be recalled that a few cents per day of difference in wages is suffi- 
cient to tip the scales of profit and loss for the employer, or to deter- 
mine the choice of employment for the wage-earner. (If we compute 
the loss of labor product for these employees at 25 per cent. of their 
productive capacity, were their energies rationally directed, we shall 
again err on the side of liberality.) Twenty-five per cent. protective 
duty is commonly regarded as more than adequate to cover differences 
in labor-cost between domestic and foreign producers. |The net result 
of our computation is therefore that in the leading protected industries 
the labor energy of 81,000 producers is frittered away in our attempt 
to attain prosperity by legislation. ) 

How does this affect the national production of wealth —the social 
dividend? Bread-winners are to the entire population as one to three. 
The r8g90 census gives as the total of persons employed in gainful 
occupations 22,756,000. ‘Taking it as true that out of 22,750,000 
bread-winners the labor of 81,000 is wasted, and rendering this into 
terms of percentages, we find that protection in the textile iron and 
fuel industries works a diminution of the national dividend of .35 per 
cent., a little over one-third of 1 per cent. Assuming our per capita 
consumption to be represented by $2 of purchasing power, free trade 
could then be expected to carry it to $2.0024. 

We have already made a broad allowance for error. Suppose now 
we multiply by four to cover industries not examined; let it stand as 
our conclusion that free trade would mean an increase in average con- 
suming power of three cents per day. 

For a purpose quite other than the above Mr. Edward Atkinson 
published in 1888 (in the Forum for December of that year) tables of 
figures deduced by him from the census reports of 1880. We may test 
our conclusions in the light of the figures presented by Mr. Atkinson. 
In 1880 the producing force of the nation numbered 17,392,000, as 
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against 22,756,000 in 1890. Mr. Atkinson distributed the bread-win- 
ners of 1880 into separate trades, a work which the Census Bureau of 
that year had not performed. 


Computed 
How occupied total number - 
{ Clergymen, 64,968; lawyers, 64,137; 
| physicians and surgeons, 85,671 ; 
teachers and literary, 227,710; jour- 
1. In mental work 696,000 nalists, 12,308 ; scientists and engi- 
neers, 8,126; musicians, 30,477; 
officers of corporations, banks, rail- 
{ roads, insurance, etc., 202,423. 


enw and traders, 481,450; 
hotel keepers, 32,543 ; clerks, sales- 
. Mental and manual 1,044,000 men, commercial travelers, brokers, 
1 and all others engaged in the pur- 

{ chase and sale of goods, 521,898. 


[ Collective factory work: textiles, 
printing, and bleaching, 500,000; 


to 


metals and machinery, 390,000; 
s.Fqneee clothing, 450,000; boots, shoes, 


3. Automatic 
and hats, 210,000 ; all others, 280,- 


chinery 


000: 
{ Mechanical, not collective: carpen- 
4. Mechanical : | ters and other workers in wood, 
hand and ma- 1,861,800 ~ 500,000; blacksmiths, 172,726; 
chine tools painters, 128,556; masons, 102,- 
473; all others, 958,045. 
{ Service: express, railroad, telegraph 
| employees (not laborers), 300,000 ; 
domestic servants, 1,075,655; laun- 
dry, 122,000; waiters, 200,000; 


draymen, hackmen, etc., 180,000 ; 
all others, 391,345. 


Farmers, herdsmen, stock breeders, 


4,350,000 and the like. 


6. Horse and hand 
tools 

Laborers on farms, 3,323,876; labor- 
ers not specified, probably in part 
on farms, 1,857,023; miners, 240,- 
000. 


7. Chiefly manual 5,420,899 


17,392,899 


Evidently it is under division 3 that the effects of tariff must be 
mainly felt. Under 7, 240,000 miners must be considered. The 
total is two million laborers possibly affected under the widest estimate 
by the tariff. The increase of laboring population in the country from 
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1880 to 1890 was approximately 30 per cent. Applying this ratio of 
increase we have 2.6 million laborers to be considered under the cen- 
sus of 1890. Assuming now that by free trade every one of the indus- 
tries employing these laborers would be ruined—that not a pound of 
iron or a thimbleful of coal would be mined for any purpose ; that not 
a yard of cotton, or wool, or silk would be woven, or knit, or finished, 
or bleached; not a hat, or boot, or shoe fashioned; no locomotives, 
machines, or tools turned out for any trade; that the appliances for 
the paper mills, the saw mills, the agricultural machine shops, the 
packing houses, the flouring mills, would all be produced abroad, and 
that all these industries themselves would be carried on only abroad-— 
and assuming at the same time that the employment of each of these 
protected laborers in America must be regarded as a waste of one- 
fourth of his productive energy —this labor loss must count upon free- 
trade reasonings as a loss of the productive power of 650,000 laborers 
out of a total of 22,756,000, a percentage of 2.85—so that for every 
dollar of command over commodities already under protection, we could 
expect under free trade $1.028, or from the assumed average per capita 
consumption of $2 arise to $2.057. ( Truly, no matter how deliber- 
ately or grossly exaggerated, the tariff issue remains from this point of 
view ridiculously unimportant. } 

It is equally so from the point of view of distribution. It is clearly 
not true that the protected industries are free from competition, that 
their profits rule permanently higher than those of other industries, or 
that the capital invested in them earns higher interest. Only to the 
extent that competition is restricted to the domestic field, and thereby 
the problem of combination made less difficult, can protection be said 
to make for peculiar favors or for an unequal field. So much for the 
case in its purely economic aspects. 


Ill 


(The real importance of the tariff question lies elsewhere. If meas- 
ured in terms of product, the tariff issue is a theoretical distortion—a 
dwarf set out of perspective and magnified to the proportions of a giant; 
if taken as a question of distribution, it is the exaggerated bugaboo 
of envy and discontent and partisan declamation; it is likewise true 
that as a political question its place and proportions have been miscon- 
ceived in reverse fashion.) The evil of great fortunes has been over- 
stated. Rich men can eat little more than poor men and require not 
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considerably more to wear and waste. Society and not the millionaire 
enjoys the use and reaps the profit from the lines of steamships and 
railroads. The overrich must give away or reinvest their income. _ It is 
in the power of wealth and not in the splendor of it or in the inequality 
of consumption that the danger mostly lies. Rightly gained and 
rightly even though selfishly used, wealth may be of continuing social 
service.) But in a nation of free popular institutions it is of infinite 
importance that wealth shall not become an active political power ; it is 
an infinite stupidity to tempt it. To inaugurate a system under which 
great fortunes are made or preserved by legislative favor, or temporary 
advantages given, is to set up popular institutions at auction. Repubiics 
rest for their safety upon the uncorrupted intelligence and contented 
loyalty of the masses. / With the increased use of money in politics dur- 
ing the last twenty years no man is now naive enough to trust in the 
honesty of any political outcome or in the good faith of any legislative 
action.) That politics are indecent is cynically accepted as a matter of 
course. Suspicion and distrust are an ill omen for the American future. 
The inner meaning of last year’s political campaign must not be missed. 
One-half the voters of America do not believe our institutions to be 
sound at heart. The mere fact of their belief is serious enough; it is 
yet more serious that they are right. The Bryan campaign was in 
essence an incoherent but tremendously earnest protest against govern- 
ment by wealth in the interests of wealth. The silver insanity was only 
asymptom. Though stained with envy, class hatred, riot, and all man- 
ner of uncleanness, the movement was remedial in itsinstincts. It will 
go ill with us if we do not heed its warnings. 

Its lesson was this: Whenever the business profits or the invested 
wealth of any large and wealthy class comes to be allied with politics 
and legislation, politics and legislation will become a business. Manu- 
facturers purchase new machines or build new plants when these 
become essential to business profits. When votes or legislatures serve 
the same purpose, voters and legislators are bought up on like business 
principles. If civic virtue is at dry rot in America it is largely because 
under the guise of protective tariff we have set a premium upon our 
own dishonor. We have made it impossible that politics should be 
clean; we have furnished the motive to buy us and the money by 
which we may be bought; we have made corruption a trade. | 

This is not exaggeration., One beneficiary of protective tariff — 
the sugar trust—~is asserted to profit yearly by legislative favor to the 
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extent of something like twenty million dollars. (An election in which 
the victorious party wins by half a million majority is exceptional.) One 
hundred thousand votes in critical states will suffice in any election to 
change the result. If the profits are as they are alleged to be, the 
sugar trust can afford, if necessary, at the outlay of one-half its 
profits from four years’ protection, to pay eighty dollars each for every 
one of the half million votes necessary to its triumph. In the critical 
states votes are’ worth to it four hundred dollarseach. And this is but 
one of the interests sheltered under the tariff system. ) 

The inside history of the free-trade disaster four years ago in the 
attempt to reform the tariff will probably never be written. The 
charge of perfidy and dishonor upon the democratic party was richly 
enough deserved. But, rightly considered, no more clinching argu- 
ment for free trade was ever presented than in the failure of a great 
party, after an unprecedented victory upon a definite issue, to reform 
the abuses for the destruction of which it was commissioned to office. 


HERBERT J. DAVENPORT. 
THE UNIVERSITY OF CHICAGO. 


FOREIGN CLEARING-HOUSE RETURNS. 


Ir Has hitherto been difficult for American students to obtain 
accurate information concerning the volume and nature of the business 
transacted by foreign clearing houses. Hence any thorough compar- 
ison of the dealings of these organizations with those of American 
institutions of a similar character has been out of the question. The 
result has been that credit discussions have been based largely upon 
the figures for American clearing houses and too often have even been 
confined to the returns for New York alone, in disregard of the fact that 
other cities have for some years been gaining in importance as clearing 
centers at the expense of New York. Even when this last considera- 
tion is given due weight, nothing is ordinarily said of the returns for 
foreign countries, or at most a reference to English clearing houses is 
made. But as the English clearing houses resemble, perhaps more nearly 
than any others, our own institutions, less is to be learned from them than 
from those where (as on the continent) clearings are performed in a 
different way and upon a different aggregate of credit instruments. 

However, the difficulty of obtaining the data requisite for such 
comparison is now much reduced by the appearance of Professor 
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Rauchberg’s recent treatise," in which the essential figures bearing upon 
clearings for the principal “culture-countries” are givén. Among 
other things, the relative advance made by different countries, in the 
extent to which the credit instruments appearing in their clearings are 
canceled by being set off against one another, may be ascertained. The 
actual percentage of checks passing through the clearing houses which 
were paid in this way in 1895 may be stated as follows: 


“New York, | Germany, | Austria, | Australia, | England, Italy, France, 
93-3 77-4 21.73 86.12 96.7 74.6 | 88.33 
[1894] 


If the figures for New York be accepted as representative for the 
whole country,’ it appears that while the United States holds a place 
considerably in advance of any of the continental countries, the differ- 
ence is by no means so great as is commonly supposed. The figures, 
however, must not be allowed a significance greater than they actually 
possess. In a previous number of the JouRNAL*® some attempt was 
made to ascertain what modifications must be introduced into the 
clearing-house figures for the United States before successive years even 
can be compared. In somewhat the same way a careful elimination of 
dissimilar elements would have to be effected before the figures for 
different countries could be rigidly compared, and, owing to the varying 
character of the instruments involved, such a comparison might even 
prove impossible. Moreover, it must be carefully kept in mind that 
the figures just quoted have no general reference to the quantities of 
cash employed either in general or bank transactions. Much less can 
the clearing-house returns for foreign countries be considered repre- 
sentative of the relative amounts of credit instruments used in every- 
day business. In countries like Austria and France, where the habit of 
settling accounts in cash rather than by check is very firmly established, 
such a method would be wholly inaccurate. 

What these figures really furnish is merely an indication of the extent 
to which banks and banking devices are used by the different peoples. 
Even this indication must be accepted only with proper reservations. 
In France, Italy, and other countries, the personnel of bank depositors 
consists largely of members of the higher mercantile class. Regard , 

* Der Clearing- und Giro-Verkehr in Ocesterreich-Ungarn und im Auslande. 

? They are probably somewhat higher than those for the whole country. 

3“ Credit-Devices and the Quantity Theory” in this JouRNAL for June 1896. 
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must, therefore, be had to the number and character of the depositors, 
the volume of their deposits and that of the clearing-house transactions, 
before any valid conclusions could be drawn. One thing, however, 
which is clearly established by the statistics is that decided progress is 
being made in nearly all countries in the substitution of credit instru- 


ments for cash. 
H. PARKER WILLIs. 


A NEW PRESENTATION OF ECONOMIC THEORY. 


THERE is always room for a new political economy. Whether it 
be that some particular aspect of the science, perhaps new, perhaps 
old, absorbs the interest of an author, or whether he aims more at 
codification and comprehensive statement, his work is equally accept- 
able, provided it be well done. An instance is found in the book 
recently published by Mr. H. J. Davenport." 

Mr. Davenport’s work is rather of the latter class than of the for- 
mer, and is unquestionably well done. It presents, however, some 
novel features and statements to which we shall first direct attention. 

It is true that there is now nothing novel in the demand theory of 
value; and yet we are never quite certain what is meant by the 
“demand” theory. Each author interprets it to suit himself. What, 
then, is Mr. Davenport’s conception? In the first place, he agrees 
with many in identifying a theory of demand with a theory of utility: 
utility is determined by or flows from demand. We are expected to 
seize this point of view firmly and to use it as the golden thread which 
may guide us through the mazes of political economy. Evidently we 
shall be troubled in this logic if we attribute values to the individual 
on the one hand, or to society on the other. It is plain that where 
the same individual is the producer and consumer, the sphere of activi- 
ties cannot be banished in favor of the sphere of pleasures. If, how- 
ever, we confine our view to the exchange of commodities, there is more 
room for the demand arguments; and consequently we are introduced 
to no value except value in exchange. 

This logic further seems to require that demand be always treated 
as a purely psychological force, In individual and social values it is 
evident that there is no psychological demand separate from effectual 


* Outlines of Economic Theory, by HERBERT JOSEPH DAVENPORT. New York, 
1896. 
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demand; in those cases consumption and production are identified. 
Society cannot consume unless it produces, nor can the isolated indi- 
vidual. 

In order, therefore, to make our demand purely psychological, we 
must get away from society as a whole, and find intermediate ground. 
May there not, however, be a psychology of supply? It seems that the 
“demand” economics, in order to do away with effectual demand, 
assumes that economic psychology excludes supply ; otherwise it must 
surrender its title, for effectual demand involves production as a con- 
dition precedent. 

Evidently effectual demand cannot be excised from the problem of 
exchange. The very first lesson in the money question must be that 
each purchase must be preceded by production, and that the same is 
true of each sale. The simple truth that the total product of society 
is at once supply and demand is worked out through an infinite num- 
ber of exchanges, in which that product alternately acts as offer and 
acceptance. It is not, of course, denied that this operation always 
takes place in reference to humanity, and that it passes through a 
psychological menstruum; but this is no concession to the demand 
theory. 

The proper concession to make to that theory seems to the present 
writer to be this: It is true that, apart from immediate experience, 
both the social mind and the individual mind contain preferences 
which are the result of heredity, of prejudice, or of immemorial 
experience ; such preferences naturally exert an influence upon choices ; 
they establish a scale of wants. But do they not also equally establish 
a scale of activities, and control enterprise and production? This 
latter question the “demand” economist does not propound. For 
this psychology of choice, which Professor Macvane is inclined to 
concede, the present writer has elsewhere suggested the term worth. 
Granting, for sake of argument merely, that worth, or an ideal list of 
choices, is purely a category of demand, it still remains that nature 
has to be reckoned with in the ordinary course of production, and that 
she demands her rights in the market place. 

Brushing: aside such refinements, however, the common experience 
of the matter seems to be that exchange value is the rate at which the 
product of the seller is exchanged against the product of the buyer. 
Demand ought to be, but is not, treated as a condition of the mind 
engaged in production, consumption, and hence in exchange. It is 


= 
; 
| 
} 
4 
4 


520 JOURNAL OF POLITICAL ECONOMY 


true that “‘supply”’ would do just as well; the two can only be separated 
as the artificial distinction between buyer and seller, a distinction that 
has no very wide application in science. 

It is not denied that there is a political economy of demand, because 
it is recognized as a useful point of view. The science has never pro- 
gressed so rapidly as since this point of view became dominant. It 
may be wrongly named ; but we shall probably for a long time be asked 
to use the simple but erroneous term “demand” economics instead of 
the more correct “psychologic” economics. Some point of view is 
necessary, nor can we ask that any work embrace all points of view. 

Mr. Davenport’s treatment of his point of view is full of force and 
rich in fruits. Nor would we have thought necessary to comment 
upon it had he not appeared to make exclusive claims for it. Curiously 
enough, the arrangement of the contents of his book appears to pass 
from the treatment of value, first to those subjects to which his point 
of view readily lends itself, and then gradually to those in which cost 
of production is more useful for his purpose. It is, indeed, admitted 
early in the work (p. 63) that cust of production has a relevancy in 
affecting future supply of goods as well as of services. But why not 
give this prophecy a larger place in the problem? The relation of cost 
of production to the psychology of choice is well explained on the 
model of the Austrian school, but we cannot agree with the statement 
that “‘the problem is always to adjust cost of production to price — 
never price to cost of production” (p. 56). 

The duality of the science and its two lines of investigation are 
early stated, but seem to disappear from view during the earlier dis- 
cussions. It is, for instance, denied, in pure conformity with the 
Austrian school, that wages have anything to do with value and 
exchange except as benefiting by them. Wages are in no sense to be 
considered as a result of sacrifice, but only as a derivative from products. 

Goods alone then have exchange values ; services have none. This 
is a very inorganic conception of distribution. 1s it consistent with 
the author’s contention that labor and capital compete with each other? 
(p. 148.) If the latter very reasonable view of the adjustment of wages 
be adopted, then are we to look to the products for the value of labor 
and capital any more than we are to look to labor and capital for the 
values of the products? The demand theory evidently says that we are. 

Again, in the course of his very able treatment of the subject of 
capitalization, the author claims that the destination of loan funds is 
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independent of the amount of consumer’s wealth. If we understand 
him aright, he means that in the long run it is the habit of investment 
(‘‘demand”’) that will determine the application of loan funds, whether 
to consumption or to production. Not only, however, does this con- 
clusion involve an exclusive demand theory but also an exclusive 
long-time theory. If, however, he had taken a short-time view, he 
would have been led to concede a certain vitality, which Professor 
Taussig has pointed out, in the wage-fund doctrine, that the existing 
products and those about to be produced exert a powerful effect both 
upon exchange values and on wages. On the other hand, in criticising 
General Walker’s residual-claimant theory, he takes a decidedly short- 
time view; he thinks that after the shares of rent, interest, and profits 
have been cut off from the social product, the surplus does not fall to 
wage-earners, but to consumers; because as those shares decrease in 
any particular industry the price is lowered, and consumers obtain the 
advantage; and as this operation takes place successively in different 
industries, the result must be a net gain to consumers. 

On this point Mr. Davenport has much authority. Mill allows 
consumers to reap the benefit of low prices caused by improvements, 
and he denies that low general prices can decrease wages. Jevons states 
(Theory of Political Economy, 34 ed., p. 269): “Competition will pro- 
ceed until the point is reached at which only the market rate of inter- 
est is obtained for the capital invested. At the same time wages will 
have been so raised that the workmen reap the whole excess of produce, 
unless indeed the price of the produce has fallen, and the public, as 
consumers, have the benefit.” 

There is, however, a lack of generalization about this method of 
reasoning — this attacking of the enemy and defeating him in detail. 
A more long-time way of approaching the subject would be to believe 
with Professor Patten that all increased variety of consumption and 
facility of production raise the general social margin of activity, and 
that each advance creates a surplus which is thrown open to the con- 
tention of all the producers, since they, by virtue of their production, 
stand within the industrial world and obtain a share of its benefits. 
The question here suggested may be, after all, largely one of termi- 
noiogy and point of view. 

A graver objection, however, lies in the suspicion that this method 
of treatment is really an avoiding of the issues of distribution. Pro- 
ducers and consumers, as such, cannot be parties to a system of distri- 
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bution. To say that so much goes to the consumers in a society helps 
us not at all towards the solution. The question is, What portion of 
the social income flows into the pockets of each social class? It is 
common to select the various classes of producers as the recipients of 
the social income. Now it may be possible to work out the answer by 
the aid of the theory of value, or through production, or consump- 
tion, or in all three ways; in any case the whole social income must 
be used up and no surplus must be left over. A man’s real income is 
as much the result of the price at which he buys as of the price at 
which he sells. A lowering of price to all consumers equally may be 
assumed to affect all equally, in which case no progress is made; and 
if it affects different classes unequally, the effect on each class must be 
shown, and this has not been done. 

If labor has not a value of its own, determined upon general prin- 
ciples of value, then there is no method of distributing the value of a 
commodity toward which labor has contributed, not to speak of the 
rewards for direct services not embodied ina commodity. The recog- 
nition of the principle of value in distribution would seem to simplify 
the solution. 

Rigorous logic is one of the merits of this work, and is consciously 
pursued with the most satisfactory results. There is a point of view, 
however, which may advantageously supplement the logical, and that 
is the organic. It is true that logical results must be organic, if cor- 
rect, and that organic results must be logical; but the logical point of 
view seems to be uppermost in Mr. Davenport’s consciousness. It is 
possible to attain to the highest results with the simplest organa. As 
Newton achieved his successes with the aid of geometry alone, so Mr. 
Davenport reaches organic conclusions from a purely logical stand- 
point. Nor is the comparison unnecessarily flattering to the latter 
gentleman, especially upon the topics of credit and money. 

But we have hardly touched upon the most characteristic portion 
of our author’s treatment of the theory of value. In order to estab- 
lish a “theory” of value, something more than a point of view is evi- 
dently needed; and Mr. Davenport finds this additional moment in 
sacrifice. This is distinguished from pain or labor; it is simply the 
choice which one makes in acquiring or surrendering one article 
rather than another. If it were a question of buying strawberries or 
raspberries, and you take strawberries but might have taken raspber- 
ries, then raspberries measure the value of strawberries. That is all. 
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If it is necessary to have a “theory” of value, this one is perhaps as 
good as another. There is a misty indefiniteness surrounding the 
theory of value which needs to be cleared up by a higher self-con- 
sciousness as to the function and purpose of theory in general. 
Thanks are due to our author for the clear statement of the action 
of choice in this connection, and a large degree of originality is to be 
warinly accorded. 

The present writer has knowledge that this theory had already been 
committed by Mr. Davenport to manuscript form so early at least, as 
October 1892. Mr. Davenport’s article on “The Formula of Sacrifice” 
(JouRNAL OF Po.iTicaL Economy, September 1894, Vol. II, p. 561) 
and Dr. Green’s excellent article, “‘ Pain-Cost and Opportunity-Cost” 
(Quarterly Journal of Economics, January 1891, Vol. VIII, p. 218) treat 
a similar topic. 

Mr. Davenport, like other “demand” theorists, looks upon sacri- 
fice as a subtheory—a wheel within a wheel. The exclusiveness of 
the demand point of view, however, is open to question, as already 
stated, and the sufficiency of the sacrifice theory must be tested by 
some criterion of theories in general. This criterion must rest largely 
in the purpose we have in view. Do we wish a test for values every- 
where, or do we wish a test for values as they appear in industrial life ? 
Is vaiue the boundary line which circumscribes the economic field, or 
is industry the frontier? Here is a new discussion for economists. 
The principle of value is evidently wider than the economic field. 
When a determinant becomes universal to a group, being accepted, 
however, in varying degrees by different members, then the degree in 
which it is accepted by the last member establishes its value; and all 
persons not accepting the test are thereby excluded from the group. 
Thus patriotism is a social value, but is surely a most uneconomic 
quantity. 

Now it may be that the test of sacrifice extends to patriotism or 
not; at any rate, the question is raised whether the test of sacrifice is 
not too thin to afford satisfaction within the economic field. We need 
something more definite and substantial. Our desire for generalization 
may cause us to generalize far and away beyond our proper subject- 
matter. As already shown ir discussing the demand theory, this sub- 
ject-matter is that of industry, and however far we may extend the 
science beyond the pale of industry so that it becomes a science of 
weal rather than a science of wealth, it will ever remain true that 


524 JOURNAL OF POLITICAL ECONOMY 


industry is the proper subject-matter of the science, and that exten- 
sions beyond limits marked out by industry are due to the impossibility 
of restricting our human interests within the proper sphere of any one 
science, and especially to the wide applicability of methods originating 
in political economy. Thus the psychology of economics introduces 
us at once to the general science of sociology, in which human satis- 
factions and pains, and social ideals and values are subjected to com- 
mon standards of progress independently of their economic or non- 
economic origin. Evidently rent of satisfaction or consumer’s rent is 
not economic because it is a surplus, but only when it arises from 
industry. 

Sacrifice as the determinant of value is apparently simply a state- 
ment of the law of substitution so ably presented by Professor Alfred 
Marshall. It is the action within the industrial field of the general 
principles of evolution, selection, and survival. As admitted by Pro- 
fessor Marshall, it is not a theory but a point of view giving insight 
into organic life. In order, however, that it may assume economic 
character, it must be clothed in economic garments. So far as we are 
to deal with “theories,” they must plainly bear the marks of industry ; 
the laws of evolution must be specialized. 

It is not necessary that there be a single “theory” of value. We 
are here presented with a question of the necessary methods of thought 
—the laws of thought. A science is a limited area of investigation, a 
compact body of knowledge centering about a principle or unique, 
homogenous concept. In economics value, occupies this central 
position: it is, in mathematical language, a function of which the 
forces studied are variables. It can therefore have no single deter- 
minant: sometimes one variable and sometimes another is the deter- 
minant. 

This point of view will be found useful in studying value theory. 
The marginal theory is so undisputed in the science that other theories 
are now always regarded as adjuncts. Such are the theories of utility, 
disutility, the marginal-expenses theory of Professor Patten, and the 
sacrifice theory of Mr. Davenport. The chief contention seems to be 
as to the breadth of application of these theories; but because one 
theory is found to apply twice as often as another, is it thereby con- 
stituted as fhe theory? Various classifications might be suggested 
which would make one or another theory seem more pertinent. It is 
possible that the size of the social group under consideration may 
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affect the question. It may be that an individual or small group may 
sometimes be placed in a situation where mere utility presents itself as 
a controlling influence without further suggestion, or where mere 
“marginal indifference,” as Jevons calls it, is the only motive. It may 
be that as the groups grow larger this indifference becomes rarer, 
until we are forced to conceive of society as a whole, little engaged in 
choice of products, but always busy adjusting social quantities of labor 
and pleasure. 

In a discussion of any economic topic, some one of these criteria 
is necessary. Thus the “demand” theory is made useful in the discus- 
sion of protectionism (p. 57). But cost of production is admitted to 
control the course of international trade (p. 182) under the alternative 
title of “sacrifice of production.” It is admitted (p. 187) that pro- 
duction limits wages, profits, and rent; and again, it is stated (p. 189) 
that “value is an expression of the resistance to be overcome ;” and 
again ( p. 196 ) that “production is the purchase from nature of utility, 
at the price of effort.” It may be added that since nature is the 
seller, she must be able to set her price (supply ) as much as man, the 
buyer (demand). It is further stated ( p. 227) “that the causes which 
have served to make greater consumption possible have themselves 
served to make greater consumption necessary.” Many other exam- 
ples could be chosen to show that the trained economist’s application 
is likely to be more correct than his central theory. 

Mr. Davenport’s discussion of rent is very good: the intricate rela- 
tions of fertility, transportation, cost, improvements, population, price, 
and demand are worked out with great adequacy, and this chapter is 
especially to be recommended to teachers who find it difficult to 
impress upon their students the importance of the subject. Still, it 
was hardly necessary to isolate the element of demand, and then to 
jump to the conclusion that demand is the principal factor in rent 
(p- 91). 

However, the discussion of the money question is by far the ablest 
portion of the book, and one of the strongest presentations that we 
remember to have seen. In this question it is essential to combine a 
thorough grasp of general principles with such an explanation as will 
meet the requirements of contemporary popular discussion. Both in 
theory and in presentation Mr. Davenport has achieved remarkable 
success. Mill begins his exposition with the quantity theory; Mr. 
Hadley starts with the international exchanges ; but Mr. Davenport, 
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having elsewhere clearly stated the effect of credit upon the volume of 
the circulating medium, approaches the main question with a consid- 
eration of Gresham’s law, which is felicitously stated, not as an expor- 
tation of money, but as a domestic disuse of money. Very happily, 
again, money is stated as having one main use, that of exchange ; its 
other uses, especially that in deferred payments, are stated as corol- 
laries. It is thus made plain that deferred payments are as much cases 
of barter as are cash purchases. He then proceeds to describe the 
quantity theory as a function of Gresham’s law. All bank money and 
government money is considered to be fiat money. The money ques- 
tion, then, is one of the displacement of commodity units by fiat 
units. A purely commodity currency is not subject to displacements 
of this nature ; its value is regulated at the margin of indifference 
between use in the arts and use as money. (For all that, fiat money 
has ##s marginal value; but the line of division is skillfully drawn.) 
This distinction is pushed so far that the value of limited issues is 
treated as though derived from fiat. The volume of credit is correctly 
assumed as stationary; rapidity of circulation is not independent of 
activity of trade, but dependent upon it. The last point seems to 
remedy a defect in Mill’s presentation. Finally, an accurate estimate 
is made, by means of algebraic formule, of the effect on the value of 
currency of the displacement of a certain portion by fiat money. The 
reasoning thus presented is important. (Note a misprint in the last 
equation — p. 255—of 909.99+ for 999.99+-) 

A novelty in this book is the recognition of the recent discussion 
of deferred payments, and an excellent appreciation of their impor- 
tance. But the indefinite conclusion is reached that the debtor should 
return to the creditor something more than the commodities received 
if a period of improvements has intervened since the creation of the 
debt, while the creditor is not entitled to the whole benefit of those 
improvements. Between these limits, says our author, it is hard to fix 
the exact proportions, but it is evident that they should be affected by 
the standard of living in some way or other. Now this is good so far 
as it goes, but it does not go far enough. It is true that whatever may 
be the function and importance of social laws, their statistical deter- 
mination is in many cases difficult ; but statistical difficulties should not 
have turned our author aside from the severe objectivity which he has 
maintained elsewhere in the theoretical portion of his work. Objec- 
tivity demands the formulation of exact principles, and if such require- 
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ments had been followed it would have been found that the social laws 
of industry require the return of equal va/ues, and that compliance 
with the social law is justice. 

Failure to reach this conclusion is not hard to explain; it flows 
naturally from the refusal to recognize any values except exchange 
values. If social values had been recognized the whole difficulty would 
have been obviated. The lack of a social, organic point of view 
accounts for the absence of normal standards to which the individual 
must be held accountable. Mr. Davenport is thus thrown back upon 
vague conceptions of a standard of living similar to the idea of social 
distinction put forward by Professor Ross (p. 229), although he avoids 
Professor Ross’s argument of “once a margin always a margin.” A 
certain confusion in the relation of value to utility also appears in the 
phraseology that ‘value is the measure of utility” (p. 44). 

The exclusive-exchange-value theory, however, is not consistent with 
the idea put forward by Mr. Davenport (and here he has the authority 
of Professor Smart) that the tendency of progress is for values to dis- 
appear. Whether this fact be as stated or not, we have here an admis- 
sion of social values! The fact, however, can hardly be as stated, for 
the satisfaction of one want is admitted to be followed by the appear- 
ance of another, so that it is much more probable that Professor Patten 
is correct in saying that in the dynamic society value tends to oblit- 
erate rent and to become coextensive with utility. 

Space will not permit a further discussion of such points as offer 
material. After all, the chief attraction of this notable book lies in the 
method of presentation. The writer is especially strong in analogy ; 
instances, illustrations, and parallels drawn from every walk of life and 
every natural kingdom are everywhere heaped up in luxuriant profusion. 
The same remarkable powers of suggestiveness are shown in the ques- 
tions at the beginning and end of each chapter. The accepted maxims 
of political economy are reiterated in every appropriate connection, as 
they should be. An air of actuality and of common sense pervades the 
entire work. 

The division of the book into the science on the one hand and 
the art of political economy on the other is admirably adapted to a 
rigorous objective treatment in the former part and to an excellent and 
interesting series of social essays in the latter. The former portion 
is essentially zzmoral. ‘Theoretically, perhaps, this arrangement is not 
defensible; for if the objective science establishes rules of normal 
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action, justice is but an obverse statement of these rules and hardly a 
separate topic. Such a close connection between justice and econom- 
ics, however, has not appealed to Mr. Davenport, as we have already 
remarked in commenting upon his treatment of deferred payments. 
The division adopted has great advantages in exposition. 

The comprehensiveness, fairness, and modernness of this book, and 
the strong and pleasing personality which it discloses, augur for it a 
wide usefulness among general readers and among teachers of eco- 
nomics. W. G. LancwortHy TAYLor. 
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BOOK REVIEWS. 


Introduction to the Study of Economics. By Jesse 
Lock, Pu.D. Silver, Burdette & Co., 1897. 


To WRITE a text-book upon economics, which shall be at once 
easy and adequate, is an exceedingly difficult task. On the one side 
there is the danger of falling into mushiness, platitude, and preaching, 
and, on the other side, of mistaking shortness for simplicity. Unfor- 
tunately for this case there are not two systems of economic thought 
—one easy political economy, and the other difficult political econ- 
omy,—there is only political economy. Practically the only choice 
open to the writer of an elementary treatise is in deciding what to 
leave out. So much of theory as he states will not be elementary theory 
or advanced theory, but merely theory. The remaining questions are 
matters of exposition. 

Mr. Bullock in his Introduction has evidently had these facts in 
mind, and has deliberately and clear-sightedly chosen his way of meet- 
ing them, or, perhaps more accurately, of going round them. It is 
not strictly necessary that the study of economic facts should include 
the close examination of theoretical doctrines. ‘There is a large field 
for descriptive work—for the data. It is to this aspect of the subject 
that Mr. Bullock especially devotes his attention. If the thing is 
worth doing, Mr. Bullock has certainly done well. One is inclined 
to question whether this method of presentation, this exhaustiveness 
in facts and details, this primary encyclopedia of enumeration and 
description, is the best method of stimulating thought, or of giving 
the pupil something to abide in his mental furnishing. But all this is 
matter of method, and many teachers will agree with Mr. Bullock and 
will cordially welcome his book. ‘There is a place for it. It has the 
merits of accuracy, clarity, and sobriety. At the same time there are 
all the defects of the merits: it has too much sobriety. The style is 
lucid, simple, and direct, never in bad taste, but simply without taste. 
It lacks snap and interest. It is trusty and path-keeping, but spirit- 
less. 
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A defect which inheres in Mr. Bullock’s method is that his book 
lacks consistency, in the sense of logical coherence. Rent, wages, 
interest, and profits are at the back of the book, as seemingly they just 
as well may or may not be. The truth appears to be that to element- 
alize economics, so to speak, by taking the theoretical backbone out of 
it, cannot fail to leave the subject formless and flabby. But this is the 
old problem of what to do in an elementary book. At all events, so far 
as the book is doctrinal at all, it is admirably sound and judicial. To 
one who reads between the lines it is evident also that Mr. Bullock is 
a master of the science, is fully conversant with its most progressive 
thought, and is thoroughly in sympathy therewith. As a whole the book 
deserves no small praise. But it is too long — 480 pages. 

H. J. DAVENPORT. 


Supplément au Nouveau Dictionnaire d’Economie Politique de M. 
Léon Say et Josephe Chailley-Bert. Paris: Guillaumin & Cie., 
1897. Roy. 8vo. pp. 271. 

Tuis supplement takes the place of a second edition of M. Say’s 

Dictionary. The correction of errors and the addition of necessary 


articles in the form of a supplement have saved the purchasers of the 
Dictionary the necessity of buying a second entire edition. Such a 
regard for the early buyer is as commendable as it is rare. 

M. Chailley-Bert informs us that M. Say, in the entire Dictionary, 
as well as in the supplement, had in the main the oversight of the list 
of articles, choosing the writers, reading the manuscripts, and reviewing 
the proofs. The supplement adds, among others, necessary biograph- 
ical articles on Bagehot, Baudrillart, Cairnes, Courcelle-Seneuil, Cour- 
not, Dunoyer, Fawcett, D. Hume, Jevons, Cliffe Leslie, Mangoldt, 
Marlo, Moeser, Thorold Rogers, Roscher, and Léon Say. Other needed 
articles are those on Anarchie, Anti-Sémitisme, Circulation monétaire, 
Crédit agricole and Crédit foncier (by Ives Gyot), Ecole anglaise (by 
H. Higgs), Nihilisme, and Placement. 

This last work in the very distinguished career of M. Say bids us 
pause to express our respect for his life and economic activity. The 
bibliography (p. 267) of some fifty titles shows an amazing productive- 
ness during his seventy years (1826-1896). Contrary to the dictum of 
some wise observers that a writer’s chief productive period is from thirty 
to forty, M. Say’s greatest activity seems to have been reached after he 
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was fifty. He first assumed high office as minister of finance under 
Thiers (December 7, 1872), and then conducted the greatest exchange 
operation of the century, arising out of the transfer of the war idemnity 
from France to Germany. It was managed with signal ability. He 
was the finance minister par excellence, and six times again was he given 
the portfolio. In our country this would have been impossible ; and 
his career is worthy of reflection because, coming of an economic 
ancestry, thoroughly trained in economics, he lived in a country where 
statesmen are drawn from the ranks of educated men, and in which a 
public career in his chosen field was open to him. The examples of 
Léon Say, Miquel, de Witte, and many others in European bureaus of 
finance, show how special scholarship and ability have caused men to be 
called to the service of the state. In the case of M. Say we find that 
from 1872 to 1882 he practically directed the financial policy of France. 
In 1876 he was chosen a senator, in 1880 was made president of the 
senate, and in 1886 was elected to the French Academy. Surely France 
has appreciated her men of education and ability. 
J. LauRENCE LAUGHLIN. 


Die Wéahrungsfrage in den Vereinigten Staaten von Nordamertka. 
By Max Pracer. Stuttgart: J. G. Cotta’sche Buchhand- 
lung, 1897. 8vo, pp xii+476. 

Tus work, which forms one number of the economic studies of the 
University of Munich, aims at presenting in succinct form the history 
of the question of the standards in the United States. The work is 
throughout descriptively historical in its nature; at times the reader is 
tempted to wish that more positive statements, by way of giving the 
author’s conclusions as to the significance of certain periods, were put 
forth. 

The author, who is frankly an adherent of the gold standard, looks 
at American precedents, having in view the bearing they have upon 
German conditions. He justifies his investigation by stating that the 
Americans have left untried no thinkable system of standard, and in 
this particular he regards the United States, as did Bagehot, as the 
widest field of investigation in which the old findings of economic 
experience are again put to the test. 

He divides his investigation into three portions: the period of 
the legal double standard, 1792-1873; the paper standard and the 
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characteristics of the period down to 1890; and the Sherman Bill and 
the present condition of the question of the standard. To an Amer- 
ican it is the study of the later period by a foreigner which appears 
most interesting. In this portion of the work the author is studying 
his material in greater degree at first hand than in the earlier portion. 
In his investigation he has occasion to indicate the defects in the pres- 
ent national banking system and their bearing on the question of cur- 
rency reform. The author has carefully acquainted himself, not only 
with the official literature on the question, but also with much of the 
floating pamphlet material of the recent campaign. Although he 
refers to it, he does not adequately appreciate the significance of the 
imminent fact of social discontent. ‘The merit of the work consists 
in its clear and careful statement of a vexed problem. The careful- 
ness of the investigator precludes any more positive concluding state- 
ment than “ Possibly the victory of the gold standard is only the 


beginning of a new and more bitter struggle.” 
S. J. MCLEAN. 


The Theory of International Trade. By C. F. Bastaste. London: 
Macmillan & Co., 1897. Pp. xii+ 183. 


THE persistence of the English economists in condemning protec- 
tion seems to be almost equal to that shown by the protectionists of vari- 
ous nations in securing legislation which embodies the views so often 
and so unsparingly condemned. This year, which has witnessed a 
new triumph of the protectionists in the United States, brings also a 
new edition of Professor Bastable’s statement of the advantages of 
free trade. 

The book, however, was intended for serious economic students, 
rather than for legislators, and, therefore, makes no attempt to deal 
with commercial history. It would probably have no effect upon a 
protectionist member of Congress, even if he should read it carefully. 
It would be condemned as mere abstract theory. 

Indeed, the author claims for his work little more than a restate- 
ment, with some explanation, of the theory of international trade as 
developed by Ricardo, Mill, and Cairnes. He is, if possible, more 
extreme than they were in condemning all interference with com- 
merce between nations. His chapters on International Values, Money 
in International Trade, The Influence of Foreign Trade on the Inter- 
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nal Distribution of Wealth, lead up to his conclusion that free trade 
is the rational policy. He then examines briefly and rejects some of 
the arguments urged by protectionists, and concludes that protection 
persists because of the influence of interested producers, the ignorance 
of economic principles, and national sentiment. The book is a con- 
venient statement of the classical position on this much-disputed ques- 


tion. 
WILLIAM HILL. 


The Monetary Situationin 1897. By G. M. BotssEvain. Trans- 
lated from the Dutch. London and New York: The Mac- 
millan Co., 1897. 8vo. pp. 94. Paper. 


Tuis book is intended to aid the cause of an international mone- 
tary conference for the adoption of bimetallism. For this purpose 
one-half its pages are given up to a review of the situation in the United 
States (wherein, being a foreigner, the author falls into several errors); 
and the rest to the situation in Europe. 

The author discloses in an interesting way the influence which 
recent developments have had on the bimetallic arguments. As a man 
of affairs, he admits many points which have been denied by the prin- 
cipal exponents of the theory. Indeed, it is something of a novelty 
to find a bimetallist voluntarily admitting a long list of disputed issues 
which have hitherto been valiantly denied by eminent supporters of the 
double standard. For instance, M. Boissevain makes clear that agricul- 
tural prices are not dependent exclusively on the value of money (pp. 
25-26); that the mistrust of our currency legislation “, grew in intensity, 
until it developed into a general lack of confidence in the whole mone- 
tary system,” and was the main factor in the industrial depression of 
the last few years (p. 27); that it does not come within the province of 
government to determine the amount of standard coin, since this must 
be left “to the free action of the laws of supply and demand” (p. 30); 
that the purchasing power of silver over goods has decreased (p. 51), 
and that there has been a “ fall in the value of silver, not only in rela- 
tion to gold, but also in relation to all other commodities” (p. 57); 
that silver-using countries have not gained by a bounty on exports due 
to the fallen silver since, ¢. g., “the so-called bounty which the fall of 
the English rate of exchange on India, for example, procured for the 
exporters there could not, from the nature of the thing, be the cause 
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of lasting advantage, as ere long this fall in the rate of exchange had 
to be taken into account in determining the prices commanded by 
Indian articles on the European markets ” (p. 54); and—greatest mar- 
vel of all—the bogy of scarcity of gold is exorcised, for the author says 
that “the present production [of gold] is sufficient to secure this sta- 
bility [of the value of the metal], without leaving room, however, for 
any fresh displacement of silver by gold in the general circulation of 
money” (p. 74). Surely most of these admissions go counter to the 
emphatic assertions of Arendt, Andrews, and Walker; and they indicate 
a decided shift of position, due, undoubtedly to the course of recent 
events. 

The author, however, still holds steadfastly to the belief in disasters 
wrought by the disruption of the par of exchange between gold-using 
and silver-using countries. He makes his nearest approach to eco- 
nomic analysis on this point (p. 52); but how this can be longer insisted 
upon, in view of the expansion of British trade during recent years, is 
inexplicable. As is well known, Great Britain has an enormous trade 
with silver-using countries in South America, Asia, the East Indies, and 
India itself. And yet this last year has proved the bumper of British 
trade, the exports and imports reaching the highest figures in all her 
commercial history. If trade is so closely connected with the par of 
exchange as the author would have us believe, then Great Britain ought 
to pray for further dislocation of the exchanges ! 


The Tailoring Trade. By F. W. Gatton. With a preface by 
SipneY Wess. London: Longmans, Green & Co., 1896. 
8vo, pp. xcvili+223. 


THE major part of this work is a compilation of selected documents 
dealing exclusively with the tailoring trade, but illustrative in general 
of the history of trade unionism in England. The author has carefully 
collected and collated his material so that in reading over the docu- 
ments one is able to gain an almost complete history of the trade. In 
a lengthy introduction the lines of development are brought out in 
such a way as to show that the subject has been treated in a fairly 
exhaustive, and yet concise, manner. When it is known, as is stated 
by Mr. Webb in the preface, that the majority of these documents are 
now published forthe first time there is indication of how little has 
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been done as yet in the way of historical research into the develop- 
ment of particular trades during the past two centuries. Until such a 
research is completed a full understanding of trade development will 
be impossible. In this connection it is interesting to note that other 
such works are likely to follow from students of the London School of 
Economics and Political Science of which Mr. Galton is a member, 
and that the present work is intended as the first of this valuable series. 


An important bibliography is appended. 
W. L. MACKENZIE KING. 


Life and Labour of the People in London. Vol. 1X: Comparisons, 
Survey and Conclusions (with an abstract of Vols. I-IX). 
By CuarLes Bootu. London and New York: Macmillan 
& Co. 1897. 


Tuis volume is a summary of the preceding eight volumes of Mr. 
Booth’s monumental work, and both on that account and because of 
the comprehensive and eminently cautious treatment of the facts a 
review of its results is difficult to present. The chapter on irregularity 
of earnings will illustrate the latter feature. The chapter runs rapidly 
over the two main causes of unemployment, personal and economic. 
The former causes are muscular, intellectual and moral, age and youth. 
The latter are price movements (considered to have slight direct 
importance), size of market, foreign fiscal policies, changing population, 
machinery, excessive subdivision of labor, substitution of female and 
boy labor. Other causes are seasons, weather, fashion, holidays, trades- 
union restrictions. The combination of personal and economic causes 
is described, and methods of possible mitigation of irregularity. Out 
of a survey so detailed as this one gets a vivid picture face to face 
with human beings operating within the framework of nature and 
institutions. The general impression which one gets of the people in 
passing along the street is about the same, Mr. Booth says, as that 
derived from the closest personal and statistical investigation embodied 
in his nine volumes 

Part I is made up of comparisons, drawn by Mr. Booth himself, of 
the eighty-nine distinct trades and occupations, concerning crowding 
and apparent poverty, earnings, place of birth, size and constitution 
of families, age distribution of workers. This is the most valuable 
positive contribution of the book, as it reduces to concise dimensions 
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the mass of statistical information distributed through the preceding 
volumes. Part II is a useful abstract of contents of Vols. I-IX, and 
is indeed essential for the student of the work as a whole. Part III, 
survey and conclusions, mainly by Ernest Aves, is a series of general- 
izations, or rather enumerations, of which the chapter on irregularity of 
earnings above mentioned is a type. Other chapters deal with local- 
ization and conditions of production, large and small enterprises, 
trade unions, hours, wages, piece work, opportunities for employment, 
industrial remedies, and standard of living. These generalizations are 
to be continued in succeeding volumes, dealing with drink and early 


marriages, charity, religious bodies. 
J. R. Commons. 


Corporation Finance. By Tuomas L. GREEN. New York: G. P. 
Putnam’s Sons, 1897. Pp. 181. 


Tuis little book, written primarily as a guide to the business man, 
is by no means devoid of interest to the student. The author first 
shows under what conditions a corporation should be formed instead 
of a private company, and why the bonds should always be strictly 
limited to an amount below which the value of the property cannot fall. 
This enables the company to float its bonds on good terms at a low 
rate of interest. There is a good discussion of the various kinds of 
railroad bonds and the causes leading to their issue, also of the rela- 
tions of subsidiary companies to the parent companies and of the effect 
of their relation upon the securities of both. Corporation accounting 
is discussed in some detail, and rules are given to aid in extracting 
the desired information from a corporation’s reports. 

The chapter of most interest to the student is the one which treats 
of the policy which the public should pursue towards corporations. 
Here the causes and effects of overcapitalization or stock watering 
are ably set forth. The author thinks that if the public was willing to 
allow the payment of liberal dividends where the enterprise was 
attended by considerable risk, stock watering would be much less 
frequently resorted to. So long as the public is suspicious of cor- 
porations and unwilling to allow them returns equal to those gained 
by individuals or partnerships, so long will attempts be made to 
deceive the public as to the amount of capital on which the investors 
are entitled to a return. 
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The work throughout is characterized by an accurate knowledge 
of the facts treated, a good insight into the reasons for the existence 
of the conditions described, and a spirit of fairness in all discussions. 

W. H. 


Baumwollproduktion und Phanzungswirtschaft in den nordamerika- 
nischen Siidstaaten. By ERNST vONHALLE. Erster Teil: Die 
Sklavenseit. Leipzig: Verlag von Duncker & Humblot, 
1897. 8vo, pp. xxiv-+ 369. 

THE point of view occupied by the author towards his investigation 
is epitomized in his statement that it is futile to attempt to understand 
the characteristics of a people without first being thoroughly acquainted 
with the natural and historical conditions underlying the social and 
economic structure of the community. His more exact statement 
with reference to the detailed subject of investigation is that the key 
to the significance of the southern economy is to be found in a study 
of the cotton industry, coupled with an investigation of negro slavery. 

The main portion of the materials upon which the work is founded 
was obtained by the author during a two years’ journey in America. 
He has acquainted himself with all the scientific and exact works avail- 
able on the subject, as well as with many of the publications of more 
evanescent nature which are of value in making the shading of the 
picture more distinct. 

This volume is divided into four books. In the first three atten- 
tion is devoted to the historical facts connected with the development 
of the industry and the effect of improvements thereon, the chemical, 
geological and climatological influences which affect the growth of the 
cotton plant, and the details pertaining to the development from 
decade to decade of the cotton output. It is, however, in the con- 
cluding book of the volume, in which consideration is given to Cot- 
ton and Slavery as the Central Point of the Southern Economy and 
Development, that the conclusions of the author as to the significance 
of this period are given, and a means of justifying the legitimacy of 
his conclusions thereby afforded. 

The author’s review of the social class distinctions of the South 
and his indication of their economic significance is given in succinct 
compass. It would, however, appear that in his characterization of the 
slave-holding class, although it is rather in attitude-than in definite 
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statement, somewhat more of the point of view of the writer on eth- 
ical problems than of the dispassionate scientific investigator is mani- 
fest. The fundamental idea of the plantation system was to effect a 
compromise between a system for home consumption only and a sys- 
tem of production for export. In practice it resolved itself into a sys- 
tem of land exploitation. As a consequence of the devotion of the 
South to the “grand” culture, the intervention of slave labor appeared 
necessary. The various theories which were called into existence by 
this objective state of facts are passed in review. Jefferson’s view that 
the negro should eventually be freed is suppiemented by the view of 
Tucker, based on a strict application of the Malthusian law, that 
increasing population would so depress the wages of free labor as to 
take away the advantage of slave labor, thus leading to freedom. The 
most thoroughgoing view is that of Calhoun, who boldly stated the 
justifiability of slavery, looking upon it as the stable basis of the estab- 
lished system. 

In his deductions from the facts presented the author shows him- 
self careful and conservative. When, however, he passes from these 
data, to speak of ultimate tendencies of social Gevelopment, he shows 
himself less careful. The exact nature of the investigation contained 
in this volume causes the appearance of the second volume, which 
treats of cotton production under the changed conditions of free labor 


consequent upon the war, to be awaited with interest. 
S. J. M. 


The Economics of Socialism. By H.M.Hynpman. London: The 
Twentieth Century Press, 1896. 8vo. pp. iv-+257. 


NOTHING especially new is adduced in this volume, nor does the 
author claim anything in this direction. His purpose is the attain- 
ment of “a concise and readable statement of the main theories of the 
scientific school of Political Economy founded by Karl Marx and Fried- 
rich Engels.” Tested by this standard the book isa success. Orig- 
inally a course of lectures it has the lecture qualities of clarity and 
attractive style. Mr. Hyndman avoids obscurity always, unless where 
obscurity is a necessary link in the argument— which condition comes 
about not infrequently. 

After some deliverances in the way of prophecy, to the effect that 
society is likely to return to some sort of communal ownership, since 
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it started with it and left it— progress being regarded as a movement 
in spirals upwards—the author turns to the more purely economic 
aspects of his subject. He finds the bed rock of theory in the com- 
mon consent of “nearly all economists of note that quantity of labor 
constitutes value.” The economists cited as of note are Petty, Smith, 
Franklin, Ricardo, and Mill. Truethere is “a late school, if school it 
can be called”’ who have spun words together to some sort of different 
conclusion ; but no matter about them—we are talking about econ- 
omists of note. Still we must remember that in regarding labor as a 
test and measure of value it is important to inquire “what /ador.” This 
is where the great economists aforesaid have failed. ‘There they stop.” 
“Labor has two sides to it, it is qualitative and quantitative.” As to 
the qualitative aspect the case is simple; shirts, for example require 
little skill in making — guns much—the products differ in usefulness. 
This seems to imply that results fix the value of the labor, and not the 
labor the value of the results. But our author has not sufficient 
patience with this view to notice it. So much for the qualitative aspect. 
The ccher aspect, the quantitative, is set forth as a difference resting 
upon quantity of product. Science, skill and machinery make it pos- 
sible to do things in half the time once required. This likewise strikes 
one as merely another difference in effectiveness, where product reflects 
its value back upon labor. But such is not Mr. Hyndman’s conclusion ; 
It is simply that “me is not the test or measure of labor. True, equality 
of labor makes equality of value, but only equality in “socially necessary 
simple abstract human labor.” Social labor-time does measure the 
value of commodities,” after once you have come to understand what 
you mean by social labor-time. Some of us don’t understand ; but no 
matter about that. We don’t know what abstract weight is, or what an 
atom is. ‘Nobody knew and nobody knows... . so it is with simple 
abstract social human labor.” Indeed it is very much so. 

Now it is not necessary to call all this nonsense merely because we 
do not understand it. It is simply a kind of economic transcenden- 
talism. It requires the eye of inward seeing. If you are built to 
understand it you likely enough will. That is to say it is probably 
clear enough if one is a socialist already, and in that case may serve as 
a strong argument for socialism. 

Having made this position impregnable, as one must admit that it 
is, and as all positions resting in pure faith commonly are, the author 
advances by its light to an analysis of the phenomena of surplus value 
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and of labor exploitation. Those of us who fail to grasp the author’s 
many-times repeated formula of “simple abstract necessary social human 
labor” may as well drop out of the race, insisting, however, strenuously 
that we have honestly and laboriously striven to understand and cannot. 
We would like to treat the author fairly, we do honor to his evident 
sincerity and earnestness — we would like to see how he sees it. And 
still it is difficult to be tolerant toward one who places himself outside 
the pale of tolerance. Speaking of Marshall and Boehm-Bawerk Mr. 
Hyndman remarks “To imagine that all this is really done in good 
faith is to flatter the honesty of these learned gentlemen at the expense 
of their intelligence . . . . such crass mental carelessness passes mus- 
ter for sound controversy . . . . It is impossible to set a limit to the 
ignorance of the learned.” Of Jevons’ Political Economy, Mr. Hynd- 
man writes; “ Platitude reduced to its final imbecility surely could no 
further go;” and again, “Mr. Jevons is good enough to squirt a few 
pages of mathematics at us, to illustrate or obscure his most exquisite, 
etc.” —“ Foolish omissions Indescribably silly, etc.” Mr. Hyndman 
should try to be patient with these fellows even if they are not 


economists of note. 
H. J. D. 


The Physiocrats. Six lectures on the French Economistes of the 
eighteenth century. By Henry Hiccs. London: The Mac- 
millan Company, 1897. 8vo, pp. vili+158. 


Quesnay et la physiocratie. By Yves Guyor. Paris: Guillaumin 
et Cie., 1896. 16mo, pp. Ixxix+o8. 


Histoire des systémes économiques et socialistes. By Hector Denis. 
Bruxelles: Charles Rozez, 1897. 12mo, pp. 275. 


Mr. HicGs, in his volume on the Physiocrats, attempts to present 
in small compass the essential facts pertaining to physiocratic doctrine 
and the rise of the physiocratic school. The lectures which compose 
the book were delivered before the London School of Economics in 
May and June of 1896. The first lecture of the series is devoted to 
giving the historical setting of the time in which the school took its 
rise. Then follow two lectures indicating the relative parts played by 
the members of the school in their contributions to economic theory. 
Mr. Higgs is disposed to exalt the popularizing influence of the Mar- 
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quis de Mirabeau, /’ami des hommes, and to the influence of his literary 
style and the potency of his social prestige is attributed much of the 
vogue which the doctrines of the Economistes had. In the second lec- 
ture, in the space of some twenty pages, a concise analysis of the 
economic thinking of Quesnay is given. Stress is also laid on the 
attempt of Mercier de la Riviére to set forth, in his Z’ordre naturel et 
essentiel des sociétés politiques, a theory of the state in harmony with the 
physiocratic conceptions. One of the most significant features of the 
school, brought out into stronger relief in the treatment of Mr. Higgs, 
is that with it began modern economic journalism. With the publica- 
tion of the Journal de l’agriculture and of the Ephémérides appeared 
the phenomenon of a separate class of publications devoted to the dis- 
cussion and elucidation of economic problems. 

The significance of the Physiocrats as the first scientific school of 
political economy is traced by Mr. Higgs in his concluding chapter, 
in which he indicates that even in the keen analysis of the younger 
Mill traces of physiocratic thought are manifest. 

The volume presents in compendious form the outlines both of 
history and theoretic statement essential to a popularized knowledge 
of the school. The purposes of the more exact student are not for- 
gotten, for the author has been careful to append a bibliographical list 
including the leading authorities. 


M. Yves Guyor finds his busy life much perturbed by the necessity 
of contending against socialists and protectionists. He states in his 
preface that the preparation of the volume entrusted to his care had 
been intermitted owing to the necessity of combating these “twin 
menaces of economic science.” It would seem that even when he had 
addressed himself to this volume he still held the sword in hand. 

The volume forms one of the series known as the Petite bibliothéque 
économique francaise et étrangére, in which condensed presentations of 
the works of some of the leading French and English economists have 
been made. The volume comprises an analysis of the Zad/eau 
Economique which has the exactness necessary for the purposes of 
the student, a presentation zx extenso of the Maximes Générales, and 
extracts from the Journal de l’agriculture, du commerce et des finances 
bearing on the topics of the nature of natural law, and the incidence 
of indirect taxation. 

In his critical introduction, M. Guyot finds that the especial merit 
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of Quesnay lay in the stress he placed upon property, security, and 
liberty. He considers that the emphasis laid on property right would 
of itself vindicate the scientific position of the physiocratic theory. It 
is readily to be imagined that M. Guyot, in the light of his previous 
utterances, would be heartily in accord with the /aisser faire et laisser 
passer attitude of the physiocrats. There is a certain inconsistency, 
however, in his unqualified commendation of this phase of the physio- 
cratic system, in that he is apparently oblivious of the despotic struc- 
ture of government assumed by the physiocrats, but whichis at the 
same time out of harmony with his point of view. The stress laid 
upon natural law by the Economistes finds ready acceptance with Guyot. 

The condensation of the text is carefully done. It is in the critical 
comments that the scientific spirit is superseded by a polemic tone, 
which, although it is perhaps to be expected from a man of such stren- 
uous beliefs as the editor, is none the less to be regretted when it 
appears in a work which appeals primarily to the student. 


Tue volume from the pen of Professor Denis, of the free University 
of Brussels, forms one in a series of volumes which constitutes a Belgian 
encyclopedia which is being issued under the editorship of H. Bertiaux. 
This volume is concerned with the founders of economic systems, and 
in this connection the Physiocrats and Adam Smith are considered. 
The presentation of the essential views of the physiocrats and of Adam 
Smith is made with that exactness which is to be expected from a work 
of this nature. It is in the analysis of the history of economic sys- 
tems, and the indication of the significance, from an economic stand- 
point, of certain epochs that matter which demands attention is 
presented. 

Following Professor Oncken, the author considers the formulation 
of the physiocratic doctrine as the first presentation of a systematized 
statement of economic thinking. He therefore takes approximately 
the middle of the eighteenth century as his starting point. He 
divides the history of economic systems from then to the present into 
three epochs under the headings of: Metaphysical Constitution of 
Static Economic Sociology ; Constitution and. Criticism of Political 
Economy as a Science of Wealth; and Positive Constitution of 
Dynamic Economic Sociology. In the first epoch falls the physio- 
cratic doctrine, which is considered as a necessary consequence of the 
philosophic thinking of the time. According to Denis the funda- 
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mental influences affecting the development of this school of thought 
are not economic but philosophic. Adam Smith and the Zpigoni are 
included in the second period, while in the third are included all those 
writers who make for a synthesized study of social development. 

The Physiocrats, in terms of this analysis, concerned themselves 
with the study of social science, although in its static form. Adam 
Smith‘and his immediate followers, by their concentration of attention 
upon the problem of wealth, which was studied from the standpoint of 
an individualistic psychology, introduced a lack of harmony into the 
science. While in the modern writers, who have attempted in their 
studies to take cognizance not only of economic but of social facts, 
there is a reversion to the homogeneous treatment of the Physiocrats, 
the dynamic aspect of social growth being also recognized. Scientific 
socialism finds its place in the third epoch because its point of view is 
ostensibly social, not economic. The justification advanced for con- 
sidering socialistic systems in juxtaposition with economic systems is 
that they both spring from the common root of material necessity. 

The analysis is helpful and instructive, even though the detailed 
conclusions are not necessarily to be accepted. In the attempt to con- 
centrate attention upon the necessity of a broad basis of investigation 
in economic study, there is present a tendency to confuse the term 
“political economy” with the term “sociology’”—the latter being 
sometimes used as a term to conjure with. Throughout, in the use 
of this word, the influence of Comte is readily apparent. The author 
is not sufficiently careful in indicating the exact significance of this 
word as used by him. 

A special bibliography indicating some of the leading works on 
the physiocrats and Adam Smith is appended to this volume. There 
is included as a frontispiece a portion of the Zud/eau Economique; in 
the text of the volume are to be found diagrammatic representations 
of the factors of wealth and their social movements. 


S. J. M. 
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APPENDIX. 


TABLES RELATING TO THE SECOND BANK OF THE UNITED 


CIRCULATION 


1817 


January.... $ 605,617.00 


February. . 
March..... 


August.... 
September . 


October. ... 
November.. 


December.. 


1,911,200.00 
4,565,398.00 
4,615,842.00 


4,759,861.00 


5,492,827.00 


1821 


January.... $4,916,790.40 


February. . 
March 


August.... 
September . 
October.... 
November. . 


December.. 


4,846,265.40 
5,755,107.50 
5,700,570.40 
6,493,146.04 
5,551,910.40 
5,987,350.40 
5,866,800.40 
5,949,940.40 
6,121,410.40 
5,089,142.90 
5,578,782.90 


STATES. 


TABLE I. 


1818 


$8,339,448.50 
9,885,396.47 
9:454,652.32 
8,766,006.08 
9,945,216.35 
8,214,885.10 
8,71 3,951.05 
8,348,421.82 
7,286,069.49 
6,563,750.19 


1822 


$5,555,767.g0 
5,574,162.90 
5,641,087.90 
5,711,002.90 
5,755,492.40 
5,620,960.00 
5.448,642.00 
5,236,217.00 
5,171,477.00 
4,957,417.00 
4,615,787.00 
4,361,058.00 
544 


OF THE BANK. 


1819 


$6,441,407.17 


5,994,301.17 
6,829,690.21 
4,615,024.91 
5,083,61 3.40 
5,21 3,040.40 
4,099,796.40 
3,921,386.40 
3,810,111.40 
4,221,770.40 
3,888,05 4.33 
3,589,481.40 


1823 


$4,432,553-00 
4,504,863.00 
4,414,277.00 
4,680,072.00 
4,578,964.00 
4,629,349.00 
4,913,589.00 
4,441,817.00 
4,290,662.00 
4,236,397.00 
4,081,842.00 
4,647,077.00 


1820 


$3,654,797.40 
3,519,152.40 
3,898,897.60 
4,050,115.40 
4,505.336.16 
4,005,382.26 
4,246,500.40 
4,674,470.40 
6,630,967.40 
5,325,387.85 
4,823,510.40 
4,567,053.87 


1824 


$5,005,202.00 
5,014,977.00 
5,236,347.00 
5,808,177.00 
6,185,162.00 
6,383,647.00 
6,151,067.00 
5977 3,222.00 
5,982,859.00 
5,961 ,939.00 
5,906,074.00 
6,068,396.00 
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TABLE I—continued. 

1825 1826 1827 1828 
January.... $6,740,779.00 $ 9,616,117.00 $ 8,972,875.00 $10,432,552.00 
February. . 6,977,634.00 9,721,717.00 9,021,936.00 _10,729,375.00 
March..... 8,142,747.00 y,718,662.00 9:472,415.00  10,716,806.00 
8,557,370.00 10,247,546.00 10,136,315.00 10,799,124.00 
9,472,519.00 10,583,817.00  10,131,070.00  I1,140,209.00 
9,540,694.00 10,210,412.00  10,198,760.00 _10,890,343.00 
July 9,497:969.00 _10,708,367.00 10,691,455.00 _11,099,815.00 
August.... 9,541,569.00 9,863,127.00 9,961,350.00 11,278,217.00 
September. 9,542,687.00 9,912,742.00 9,785,400.00 _11,398,171.00 
October.... 9,253,112.00 8,499,505.00 9,561,915.00  11,261,750.00 
November... 9,163,163.00 7:999,944.00 9,573,417.00  11,161,841.00 
December.. 9,474,987.00 8,549,409.00 9,855,677.00  11,901,656.00 

1829 1830 1831 1832 


January ...$12,323,942.00 


$13,470,599.00 


$16,513,412.00 


$21,081,675.00 


February... 12,656,658.00  14,065,234.00  16,933,122.00 21,044,415.00 
March .... 13,160,543.00  14,176,927,00  18,238,492.00 21,360,465.00 
April ..... 13,630,343-00  14,514,627.00  18,687,029.00 21,377,650.00 
13,677,002.00 15,079,986.00 18,951,232.00 21,292,118.00 
13,691,873.00  15,346,407.00 19,195,817.00 20,320,068.00 
13,894,277.00  15,382,971.00  19,377,910.00  20,282,473.00 
August.... 13,168,557.00  15,269,352.00  18,827,610.00  19,776,538.00 


September. 12,514,943.00  15,348,657.00  19,708,285.00 _19,487,813.00 
October ... 12,850,082.00  15,824,732.00  20,724,820.00 18,274,433.00 
November... 12,742,722.00  15,846,902.00 19,914,740.00 _17,858,938.00 
December. 12,924,145.00  16,251,167.00 21,355,724.00 17,518,217.00 
1833 1834 1835 1836 
January ...$17,666,444.40 $19,260,472,90 $19,733,000.00 $21,802,000.00 
February .. 18,384,050,40  18,523,189.00 19,519,000.00 20,114,000.00 
March .... 18,033,205.40  17,521,264.39 20,544,000.00 
April ...... 18,384.675.40 16,604,147.90 20,347,000.00 
18,991,200.79  16,612,527.06 22.009,000.00 
19,366,555.40  16,641,997.90  25,332,000.00 
18,890,505.40  16,469,342.90  24,329,000.00 
August .... 18,413,287.07 15,298,577.90 23,645,000.00 


September. 19,128,189.57 
October.... 18,518,000.57 
November., 18,650,912.90 
December... 19,208,379.90 


15,637,676.47 
15,968,000.00 
15,603,000.00 
17,339,000.00 


24,403,000.00 
23,031,000.00 
22,113,000.00 
23,075,000.00 
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REFERENCES TO FIGURES IN TABLES I AND II. 


Senate Document No. 17, p. 208-242, XXIII Congress, second session; Abstract, 
1818 to 1834, October. 

3 State Papers on Finance, pp. 319, 345; 1817. 

4 State Papers on Finance, pp. 183, 321, 548, 902; 1824-5-6-7. 

House Executive Document No. 523, XXII Congress, first session; January 1831 
to June 1834. 

House Reports, No. 460, p. 331, XXII Congress, first session; January 1829 to 
May 1832. 

Senate Document No. 8, XXIII Congress, second session ; June to December 1834. 

Senate Document No. 128, pp. 1-61, XXV Congress, second session; January to 
October 1835. 

Senate Document No. 312, pp. 5-22, XXIV Congress, first session; October 1835 
to February 1836. 

Executive Document No. 204, pp. 2-13, XXIV Congress, first session; February 
and March 1836. 


TABLE II. 


TOTAL DEPOSITS. 


1817 ; 1818 1819 1820 
January ..... $ 1,347,200 $ $ 6,375,000 $ 6,034,000 
February..... 11,233,000 12,279,000 6,582,000 6,374,000 
March ...... 13,744,000 13,300,000 6,148,000 6,856,000 
April........ 14,105,000 11,798,000 5,659,000 6,845,000 
are 12,520,000 5,425,000 6,765,000 
12,755,000 6,314,000 6,890,000 
27,770,000 12,484,000 5,824,000 6,379,000 
5,553,000 6,301,000 
September ... 12,987,000 5,494,000 6,813,000 
October ..... 12,279,000 8,683,000 4,705,000 6,150,000 
November .. 9,134,000 4,945,000 6.984,000 
December .. 5,793,000 6,569,000 7,925,000 
1821 1822 1823 1824 
January ..... $6,867,000 $6,757,000 $ 7,647,000 $13,048,000 
February.... 6,813,000 7,534,000 8,736,000 12,020,000 
eee 6,692,000 7,967,000 9,303,000 12,484,000 
pee 8,644,000 7,413,000 9,545,000 11,253,000 
9228000 7,400,000 10,616,000 11,559,000 
7,307,000 7,227,000 11,422,000 14,203,000 
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TABLE Il—continued. 
1821 1822 1823 1824 

$6,337,000 $6,701,000 $11,438,000 $13,277,000 
August ...... 6,750,000 6,776,000 11,917,000 13,397,000 
September... 6,733,000 8,223,000 12,020,000 13,435,000 
October ..... 6,194,000 7,563,000 11,908,000 13,376,000 
November .. 6,361,000 8,715,000 12,646,000 13,261,000 
December... 7,075,000 7,622,000 13,702,000 12,033,000 

1825 1826 1827 1828 
January ..... $11,707,000 $11,802,000 $13,943,000 $13,747,000 
February..... 12,531,000 13,031,000 15,221,000 14,572,000 
ere 13,605,000 14,021,000 15,415,000 16,176,000 
14,187,000 14,260,000 15,443,000 16,929,000 
May 13,433,000 14,746,000 16,075,000 16,032,000 
13,959,000 15,414,000 15,977,000 17,956,000 
14,417,000 12,021,000 12,554,000 13,865,000 
August ...... 15,316,000 12,554,000 13,096,000 14,119,000 
September... 12,965,000 12,947,000 13,366,000 14,302,000 
October ..... 9,716,000 12,025,000 12,941,000 14,443,000 
November... 10,780,000 13,478,000 13,579,000 15,920,000 
December ... 11,214,000 14,320,000 14,497,000 17,062,000 

1829 1830 1831 1832 
January ...... $15,337,000 $14,981,000 $16,006,000 $17,921,000 
February 15,789,000 16,277,000 17,196,000 17,914,000 
ere 16,623,000 16,610,000 18,314,000 18,792,000 
17,254,000 17,055,000 17,020,000 19,791,000 
17,858,000 18,471,000 16,891,000 19,042,000 
18,779,000 18,366,000 16,759,000 19,987,000 
13,729,000 14,252,000 16,368,000 20,148,000 
August...... 13,371,000 14,628,000 17,068,000 20,690,000 
September... 13,742,000 17,127,000 17,863,000 21,364,000 
October ..... 13,579,000 13,315,000 15,459,000 19,328,000 
November... 14,092,000 14,334,000 17,003,000 19,871,000 
December... 16,046,000 17,297,000 20,696,000 20,271,000 

1833 1834 1835 1836 
January ..... $17,754,000 9,781,000 11,513,000 4,404,000 
February. 19,394,000 9,947,000 11,517,000 3,710,000 
18,731,000 10,097,000 11,835,000 
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TABLE Il—continued. 


1833 
April $18,918,000 
16,855,000 
16,380,000 
17,751,000 
18,637,000 
September... 17,876,000 
October ..... 15,517,000 
November ... 11,988,000 
December ... 10,965,000 


1834 1835 1836 
$10,273,000 $11,368,000 
9,599,000 12,358,000 
9,410,000 11,244,000 
9,413,000 9,957,000 
9,008,000 9,213,000 
8,952,000 7,886,000 
8,743,000 6,138,000 
9,019,000 5,702,000 
9,713,000 4,996,000 


The references for this table are the same as those for the table of circulation. 


TABLE III. 


YEARLY AVERAGE CIRCULATION. 


1817.. $3,658,000 
8,461,000 
18Ig.. 4,809,000 
4,491,000 
1821.... 5,654,000 
1822.... 5,306,000 
4,487,000 


1824.... $5,791,000 
1825.... 8,825,000 
1826.... 9,635,000 
1827.... 9,780,000 
1828.... 11,067,000 
1829.. 13,102,000 
1830.... 15,067,000 


1831.... $19,035,000 
1832.... 19,989,000 
1833.... 18,636,000 
1834.... 16,790,000 
1835.... 22,340,000 
1836.... 20,958,000 


The average for 1817 is of little value as an average, for the bank began opera- 
ations in this year, and as a consequence its dealings were too meager until late in the 
year to make an average just. 


In 1836 only two months, January and February, are averaged. After these 
months the bank was a state institution. 


TABLE !V. 


YEARLY AVERAGE DEPOSITS. 


1817.... $13,413,000 
1818.... 11,173,000 
18Ig.... 5,800,000 
6,693,000 
1821.. 6,917,000 
1822.... 7,491,000 
1823.. 11,075,000 


1824.... $12,779,000 
1825.... 12.736,000 
1826.... 13,385,000 
1827.... 14,342,000 
1828... 15,427,000 
1829.... 15,516,000 
1830.... 16,059,000 


1831.... $17,220,000 


1832.... 19,593,000 
1833.... 16,730,000 


1834.... 9,496,000 
1835.... 9,494,000 
1836.... 4,057,000 
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TABLE V. 


PRICES OF UNITED STATES BANK BRANCH NOTES AT PHILADELPHIA." 


1818 1821 
1 d. Boston and New Hampshire 
1819 1822 
January—February........... q, January-December.......... wd. 
Kd. Boston and New Hampshire 
July-December June—December ............ 3d. 
1820 1823 
January-December.......... January-February .......... wd. 
Boston Branch. MAY. yd. 
September—October .......... 4 qd. June—December ............ yd. 
November—December........ 1824 
September—December ....... 2 d. July-September............. par 
1821 Oct.-Nov...small, par; large, d. 


NOTE ON BRANCH DRAFTS OF THE BANK OF THE UNITED 
STATES. 


SOMETHING further should be said about branch drafts of the Bank of the 
United States, there being considerable misunderstanding in connection with 
this subject both during the bank’s existence and now. 

Branch drafts were merely a substitute for branch notes. It was found 
mpossible for the president and cashier of the bank to sign notes in sufficient 
quantity to supply the necessary circulation.?, This want was particularly 
felt in the South and West.3 The remedy was to have drafts drawn for $5, 
$1o, and $20 on the parent bank. These drafts were signed by the president 
and cashier of the branch, and made payable to the order of some officer of 
the branch. This officer then endorsed them,* which operation made them 


* Senate Document No. 457, pp. 10-29, XXV Congress, second session. 


? BIDDLE, House Reports, No. 460, p. 355, XXII Congress, first session. 
3 Tbid., p. 56. 4 [bid. 
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transferable by delivery. Thereupon the draft circulated in precisely the 
same manner as a bank note.’ Henceforth it was to all intents and purposes 
a bank note,? being no longer in any but a legal sense a draft. This fact 
must be kept constantly in mind. Unfortunately the name draft has led to a 
good deal of confusion in regard to the subject, it being difficult to discard 
once and for all the idea that these drafts were not drafts, but bank notes. 
The confusion has been increased by the fact that the bank, just as every 
other bank was accustomed to do, sold drafts to its customers, and this to a 
very considerable extent.3 

It seems necessary to dwell upon these facts, because the one scholar 
who has written on this subject intelligently is to some extent mistaken as to 
the nature and the operation of the branch drafts. Professor Sumner, in 
his History of Banking in the United States, published in 1896, is certainly 
at fault in regard to this species of currency. Thus he evidently thinks that 
branch drafts as a device to take the place of notes were issued in 1818.4 
This is an error. But that he held it is seen by his remark that the refusal 
of Congress to permit the bank to have signers for its notes “led to the 
revival of the use of branch drafts.”5 Now 1827 was the first year that 
branch drafts had ever been issued, if the term “branch drafts” is used 
to mean a device for branch notes. If Professor Sumner means drafts 
merely (2. ¢., the ordinary bank check) then drafts had been employed by the 
Bank of the United States and by many other banks ever since banks had 
existed in the United States.° Professor Sumner believes that the branch 
draft was responsible for most of the real trouble of the bank,’ and this is 
probably why he has concluded that they existed in 1818. The bank was 
plunged into difficulties in the West in 1818-1820, and Professor Sumner 
charges this largely to the branch draft. The ‘branch draft"’ had nothing 
whatever to do with these difficulties, for it did not exist. Professor Sumner’s 
confusion of this species of bank note with the ordinary draft is seen again 


"BIDDLE, Senate Document No. 79, XXII Congress, first session; Docu- 
ment No. 98, p. 3, XXII Congress, tirst session; //owse Reports, No. 460, p. 355, XXII 
Congress, first session. 

? The first issue of these notes was made in April 1827. (Howse Reports, No. 460, 
p- 56, XXII Congress, first session.) This emission was, however, soon called in 
because of the facility with which the drafts were counterfeited, and the bank did not 
issue the drafts again in any quantity until May 1829. (BIDDLE, Senate Document 
No. 17, p. 71, XXIII Congress, second session.) 

3See Senate Document No. 17, p. 180, XXIII Congress, second session. The amount 
of drafts sold by the offices on one another in 1832 is here given as $32,796,000, and 
of drafts on state banks as $12,361,000. 


4SuUMNER, Banking in the United States, p. 95. 5 Jbid., p. 186. 
© House Reports, No. 460, p. 51, XXII Congress, first session. 
7SUMNER, Banking in the United States, p. 186. 8 Jbid., p. 95. 
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when he goes on to quote Gallatin in regard to the drafts." In this quotation 
(Adams’ Gad/atin’s Works, vol. iii. p. 265) Gallatin is speaking of the ordi- 
nary use of bank checks, and arguing that they are part of the circulation. 
That he is doing this is shown by his adding, ‘‘ Though not usually included 
in the amount of the circulation of the bank, we cannot but consider the 
average amount in actual circulation as making part of the currency of the 
country."’ Now this sentence will not apply in the least to “branch drafts,” 
which were always ‘included in the amount of the circulation,” the bank 
itself always reporting them as part of the circulation, and in no other way 
whatever.? Gallatin’s remarks are no doubt confusing, since he speaks of the 
“branch draft” at the beginning of the paragraph and does not clearly dis- 
criminate between the two when he goes on to discuss the ordinary bank 
check. 

Professor Sumner, believing that the branch drafts were responsible 
for what are known as “racehorse bills” (2. ¢., bills of exchange constantly 
renewed by the branches selling new bills on one another to cancel the old 
ones) apparently thinks that he has discovered the principal cause of the 
errors committed in the management of the bank under the presidency of 
Nicholas Biddle. Thus he says of the drafts: “They were a most unlucky 
invention. Most of the subsequent real troubles of the bank can be traced 
to them.”’? And again, ‘In all this tedious catalogue of charges we find 
nothing but frivolous complaint and ignorant criticism successfully refuted, 
except where we touch the branch drafts.”* So in speaking of the embar- 
rassments of 1832 he declares: “The position in which the bank found 
itself was a result of the working of the branch drafts. Their effect was just 
beginning to tell seriously, and it was cumulative in a high ratio.”5 On the 
same page he declares that the drafts “were transferring the capital of the 
bank to the western branches, and locking it up there in accommodation 
paper indefinitely extended by drawing and redrawing.” 

It is difficult to answer these charges, simply because it cannot be denied 
that the drafts had some connection with the embarrassment of the bank. 
The truth is that the bank made excessive loans in the West. The branch 
drafts, along with the buying of great quantities of bills of exchange, consti- 
tuted the means by which this was done.® Hence the drafts were to some 
extent responsible. But their responsibility lay not in the inherent nature of 
branch drafts, for in that particular drafts and notes varied not a particle. 


*SuMNER, Banking in the United States, p. 186. 

? House Reports, No. 460, p. 56, XXII Congress, first session. Sezate Document 
No. 79, p. 4, XXII Congress, first session. 

3SUMNER, Banking in the United States, p. 186. 

4 /bid., p..206. 5 Tbid., loc cit. 

® House Reports, No. 460, p. 321, XXII Congress, first session. 
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Hence to speak as if branch drafts must in the nature of things lead to 
excesses and overtrading is misleading. That the bank could not collect at 
a time of great financial pressure because it had invested a great deal of 
capital in permanent loans is not a valid reason for condemning the means 
by which this was done, unless those means made such investments inev- 
itable. This was inno sense the case with branch drafts. The truth is 
that in the circumstances of western trade and industry such investments 
would have been made in any case at the time. They happened to a much 
larger extent long before the branch drafts were known, and the losses of 
1818-1820 were far in excess of any losses that were occasioned by the expan- 
sion of the thirties. The real difficulty lay in the composition of the western 
directories. These were made up entirely of men who were native to the 
locality, and who had no adequate knowledge of banking. 

Professor Sumner, speaking of the charges against the bank in 1832 
notes that one of these was the “expansion of the circulation by 1.3 millions 
between September 1, 1831, and April 1, 1832, although the discounts had 
been reduced during the winter.” He adds, “the bank was struggling 
already with the branch drafts, and this struggle produced the facts which 
were alleged.”* A careful examination shows that the facts alleged did not 
exist, and that therefore the reason given for them cannot be correct. The 
real state of affairs was as follows: In the time specified the circulation had 
increased 2.5 millions, almost double the amount cited by Professor Sumner. 
The discounts had not fallen off during the winter. On the contrary they 
had increased over 4.5 millions. On April 2 they were 4.4 millions greater 
than on the 2d of September 1831, and they had never been at as low a fig- 
ure during the winter as they were in April. Moreover, the purchases of 
domestic exchange aggregated 7.6 millions more on the 2d of April 1832 
than they had on the 2d of September 1831.2. Surely an increase of 2.5 
millions in the circulation was not too excessive in the face of an increase in 
loans of over 12 millions. 

It is therefore only just to conclude that Professor Sumner is in some 


error as to the nature and operation of branch drafts. 
R. C. H.C, 


™P. 204. 
? Monthly Reports in Axecutive Document No. 523, XXI11 Congress, first session. 
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FOUNDED BY JOHN D. ROCKEFELLER 


Department of Political Economy 


Fellowships. During the year 1896-7 there have been assigned to students in this Department 
————— . eight Fellowships, each yielding an income varying from $120 to $500. 

Applications must be received not later than March Ist, of each year. Full information may be 
had by addressing the Examiner. 


Publications. The Department publishes THE JouRNAL OF PoLiTICAL EcoNomy, issued quarterly, 
——<—'—= in December, March, June, and September, at $3 per year. 

A series of Economic Studies is also published, from time to time, to comprise translations of 
important works in foreign languages; reprints of scarce books and documents of value to economic 
students ; original investigations ; collections of materials. Nos. 1, 2,3 and 4 of this series, COHN’s Science 
of Finance (translated by T. B. Veblen), Zhe History of the Union Pacific Railway, by H. K. WHITE, 
ELLSTAETTER’S Jndian Silver Currency (translated by J. Laurence Laughlin), and 7he History of State 


Aid to Railways in Missouri, by JoHN W. MILLION, have been published. 


The following Courses of Study are offered by the Department in 1897-8: 


SUMMER | 


AUTUMN 


WINTER 


SPRING 


HEAD PROFESSOR PROFESSOR MILLER and 


LAUGHLIN ASSISTANT PROFESSOR 
(First Term) HILL 
22 Money 1 Principles of Po- 


HEAD PROFESSOK litical Economy 


LAUGHLIN ASSISTANT PROFESSOR 
(First Term) HILL 
(Second Term) 14 Tariff History of the 


1 Principles of Po- | United States 


litical Economy PROFESSOR MILLER 
PROFESSOR MILLER 25 Public Finance 
(Second Term) 


25 Finance ASSISTANT PROFESSOR 


HILL 
PROFESSOR MILLER 15 Oral Debates 
(Second Term) Dr. V 
2 Principles of Po- "Hist 
istory of Political 
Economy 
HEAD PROFESSOR 
| LAUGHLIN 
22 Money 


| Dr. SANDERS 
10 Statistics 


| HEAD PROFESSOR 
| LAUGHLIN 
31 Seminar 


PROFESSOR MILLER 
4 Economic History 
PROFESSOR MILLER 
30 ©Finance 
ASSISTANT PROFESSOR 
HILL 
12. Railway Transpor- 
tation 
ASSISTANT PROFESSOR 
HILL 
2 Advanced Political 
Economy 
ASSISTANT PROFESSOR 
HILL 
.16 Oral Debates 


Mr. DAVENPORT 
3 Descriptive Polit- 
ical Economy 
Dr. VEBLEN 
7 Scope and Method 
of Political Econ- 
omy 
Dr. VEBLEN 
8 Socialism 
HEAD PROFESSOR 
LAUGHLIN 
23 Money 
HEAD PROFESSOR 
LAUGHLIN 
32 Seminar 


PROFESSOR MILLER 
5 Economic History 


PROFESSOR MILLER 
14 Financial History 
of the United 


States 
Dr. VEBLEN 
13 Agriculture 
Dr. VEBLEN 
9 Socialism 
(continued) 


Mr. DAVENPORT 
1 Principles of Po- 
litical Economy 


Dr. SANDERS 
29 Co-operation and 
Profit-sharine 


HEAD PROFESSOR 
LAUGHLIN 
23 Unsettled Prob- 
lems of Political 
Economy 


HEAD PROFESSOR 
LAUGHLIN 
33 Seminar 
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THE UNIVeRsiTy oF CHICAGO, Chicago, Tl. 
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